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INTRODUCTION 

Farmers'  debts  are  often  looked  upon  as  a  barometer  of  the  financial 
condition  of  farmers.  Certainly  the  decline  in  such  debts  during  the 
war  period  reflected  the  favorable  income  position  of  farmers  of  that 
time.  But  up  until  1946,  when  a  reversal  of  trend  occurred,  the  farm 
real  estate  debt  had  been  declining  almost  continuously  for  nearly  a 
quarter  of  a  century,  even  during  the  years  of  low  income  iu  the  1930's. 
Throughout  and  immediately  after  World  War  I,  however,  the  farm- 
mortgage  debt  increased  substantially  and  reached  an  all-time  high 
in  1923.    To  understand  these  apparently  contradictory  trends,  it  is 

1  This  publication  revises  and  brings  up  to  date  a  report  entitled  revised 

ANNUAL     ESTIMATES     OF     FARM-MORTGAGE     DEBT     BY     STATES,     1930-43,     by    D.     C. 

Horton  and  H.  D.  Umstott,  21  pp.,  Bur.  Agr.  Econ.,  1944  [Processed];  and  a 
report  on  distribution  by  lender  groups  of  farm-mortgage  and  real  estate 
holdings,  January  l,  1930-45,  by  H.  C.  Larsen,  69  pp.,  Bur.  Agr.  Econ.,  1945 
[Processed].    Few  data  on  real  estate  holdings  are  given  herein. 
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necessary  to  consider  the  influence  of  such  factors  as  amount  of  net 
farm  income,  availability  of  consumer  goods,  value  of  farm  real  estate, 
and  type  and  volume  of  farm  transfers. 

In  evaluating  changes  in  farm-mortgage  debt,  it  is  desirable  to 
know  who  holds  the  mortgages.  A  number  of  agencies  and  lender 
groups  constitute  the  reservoir  of  farm-mortgage  credit,  and  their 
relative  importance  has  varied  as  economic  conditions  have  changed. 
Some  agencies  were  created  for  the  specific  purpose  of  supplying 
mortgage  credit,  whereas  other  lenders  hold  farm  mortgages  along 
with  other  types  of  investments.  The  several  types  of  lenders  usually 
do  not  have  the  same  loan  policies  and  loan  standards  and  they  do 
not  always  react  in  the  same  way  to  changing  economic  conditions. 

It  is  the  purpose  of  this  publication  to  present  revised  data  on 
farm-mortgage  loans  outstanding  at  the  beginning  of  each  year  for  the 
period  1940-48,  to  suggest  explanations  for  the  changes  in  debt  as  they 
relate  to  other  factors,  to  compare  the  trend  of  debt  and  related  data 
during  the  1940-48  period  with  the  trend  during  earlier  periods,  and 
to  give  data  on  the  farm-mortgage  holdings  of  the  different  lender 
groups. 

SUMMARY 

The  farm-mortgage  debt  for  the  country  as  a  whole  was  reduced 
considerably  between  1940  and  1946,  whereas  during  World  War  I 
and  the  immediate  postwar  period  it  increased  in  every  year.  Farm 
income  was  high  in  both  periods,  but  after  1940  less  equipment  and 
material  were  available  and  more  of  the  income  was  used  to  pay  debts. 
In  the  earlier  period  more  credit  was  extended  in  connection  with 
farm  transfers,  and  many  unsecured  loans  were  funded  when  incomes 
began  to  decline. 

After  1940,  farm-mortgage  debt  declined  relatively  more  in  the 
West  and  East  North  Central  regions  and  relatively  less  in  the  South 
Atlantic  and  East  South  Central  States.  Increases  in  debt  after  1915 
were  relatively  larger  in  the  Mountain  and  East  South  Central  regions 
and  smaller  in  the  Middle  Atlantic  and  New  England  States. 

The  number  of  farms  under  mortgage  dropped  more  sharply  between 
1940  and  1945  than  during  any  other  intercensal  period  since  1890,  and 
fewer  farms  were  under  mortgage  in  1945  than  in  any  other  census 
year  since  1900.  The  largest  percentage  drop  in  mortgaged  farms 
between  1940  and  1945  occurred  in  the  Southern  and  Mountain  States. 

Net  farm  income  rose  to  a  new  peak  in  1947,  and  farm  real 
estate  values  approximated  their  1920  level  in  early  1948.  Partly 
because  of  lower  debt  but  largely  because  of  higher  values,  the  ratio 
of  debt  to  value  dropped  sharply  after  1940.  For  mortgaged  farms, 
however,  the  ratio  remained  above  the  1920  level,  but  a  smaller 
proportion  of  farms  were  under  mortgage. 

The  volume  of  farm  transfers  and  farm-mortgage  recordings  in- 
creased after  1940  although  at  a  decidedly  different  rate.  Transfers 
exceeded  their  World  War  I  peak,  whereas  recordings  remained  far 
below  their  all-time  peak  of  1920.  This  considerable  difference  is 
accounted  for  partly  by  the  longer  term  for  which  mortgages  have 
been  written  in  recent  years,  requiring  less  frequent  renewal,  but 
largely  by  the  greater  proportion  of  cash  sales  and  the  larger  down- 
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payments.  Distress  transfers,  on  the  other  hand,  were  at  a  record 
low  in  1947. 

The  federally  sponsored  agencies  have  been  heavy  holders  of  farm- 
mortgage  loans  in  recent  years,  much  more  so  than  during  World 
War  I.  Since  1940  and  particularly  since  1942,  however,  the  amount 
of  mortgage  loans  held  by  this  group  has  declined  substantially.  The 
reduction  was  greatest  in  the  case  of  the  Federal  Farm  Mortgage 
Corporation.  Moreover,  the  liquidation  of  the  joint-stock  land  banks 
was  about  completed.  The  Farmers  Home  Administration,  on  the 
other  hand,  has  been  increasing  its  outstanding  loans. 

The  private  lender  groups — individuals,  commercial  banks,  and 
hfe-insurance  companies — showed  a  reduction  in  their  outstanding 
farm-mortgage  loans  after  1940;  nevertheless,  they  held  an  increasing 
proportion  of  all  such  loans.  Since  1946  their  mortgage  holdings  have 
increased  noticeably,  particularly  for  commercial  banks.  In  the 
World  War  I  period  the  private  lender  groups  were  the  chief  sources 
of  mortgage  credit,  supplying  more  than  90  percent  of  the  total. 

Each  of  the  lender  groups  that  were  active  during  both  war  periods 
recorded  a  smaller  volume  of  mortgages  during  1940-47  than  in  the 
earlier  period.  The  reduction  was  particularly  great  in  the  case  of 
individuals  and  miscellaneous  lenders.  Nevertheless,  banks,  insur- 
ance companies,  and  the  Federal  land  banks  accounted  for  a  larger 
proportion  of  all  mortgage  recordings  in  recent  years  than  during  that 
earlier  period.  Lender  differences  with  respect  to  volume  of  record- 
ings reflect  to  a  considerable  extent  the  differences  in  the  term,  for 
mortgages  of  some  lenders  require  more  frequent  renewal  than  others. 

Individuals  always  have  been  the  dominant  source  of  credit  to  fi- 
nance farm  purchases  because  such  transactions  are  usually  between 
individuals,  and  a  mortgage  is  often  given  as  part  payment.  During 
the  war  period  just  past  commercial  banks  also  became  an  important 
source  of  purchase-money  credit,  largely  because  they  are  conven- 
iently located  and  can  lend  with  little  delay  but  also  because  they 
have  had  large  sums  on  deposit,  seeking  investment.  The  Federal 
land  banks  and  insurance  companies,  on  the  other  hand,  are  usually 
relatively  less  important  during  a  period  of  considerable  real  estate 
activity.  Eventually,  however,  they  refinance  many  loans  that  were 
made  originally  by  individuals  and  banks. 

FARM-MORTGAGE  DEBT 

Not  only  has  the  trend  of  farm-mortgage  debt  not  always  been  in 
the  same  direction  during  periods  which,  in  many  other  respects,  ap- 
pear comparable  but  it  has  differed  region  by  region.  Some  of  these 
more  notable  changes  and  differences,  as  well  as  their  relationship  to 
other  economic  factors,  are  here  considered. 

Trend  During  Two  War  Periods 

The  farm-mortgage  debt  for  the  country  as  a  whole  declined  sharply 
between  1940  and  1946,  particularly  after  1942  (table  1).  Farm  in- 
come rose  to  record  levels.  The  available  supply  of  farm  equipment 
and  materials  was  greatly  restricted  and  more  than  the  usual  propor- 
tion of  income  was  used  to  pay  debts.     Consequently,  the  estimated 
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debt  on  January  1,  1946,  was  only  4,682  million  dollars  compared 
with  6,586  million  dollars  at  the  beginning  of  1940.  Almost  nine- 
tenths  of  this  reduction  occurred  during  and  after  1942.  At  the  be- 
ginning of  1946  the  debt  was  below  that  for  any  year  since  1913,  and 
was  only  43  percent  of  the  peak  debt  in  1923.  During  1946  the  trend 
in  debts  reversed  itself  and  continued  upward  during  1947.  As  of 
January  1,  1948,  the  total  was  estimated  at  4,882  million  dollars, 
with  some  indication  that  the  increase  may  continue  in  the  immediate 
future. 

The  substantial  reduction  in  debt  that  took  place  during  World 
War  II  is  in  direct  contrast  to  the  situation  that  developed  during 
World  War  I.  Farm  real  estate  debt  was  increasing  at  the  beginning 
of  the  first  war  period  and  continued  to  grow  throughout  it.  Many 
farmers  borrowed  to  expand  their  production,  but  also  many  borrowed 
to  maintain  or  increase  their  level  of  living  or  to  buy  land.  The 
sharpest  increases  came  shortly  after  the  war  had  ended,  with  activity 
in  the  land  market  a  major  factor.  Furthermore,  when  prices  and 
incomes  began  to  fall  in  1920,  many  borrowers  were  required  to  furnish 
mortgage  security  for  outstanding  loans  as  well  as  for  new  loans.  All 
of  this  contributed  to  piling  up  a  record  farm-mortgage  indebtedness 
of  10,786  million  dollars  in  1923. 

Variations  in  Regional  Trends 

The  drop  in  debt  between  1940  and  1946  was  general  the  country 
over,  but  in  some  regions  the  trend  did  not  always  follow  that  for  the 
country  as  a  whole.  In  the  South  Atlantic  and  East  South  Central 
States,  for  instance,  debt  increased  during  1940,  and  in  the  South 
Atlantic  region  it  continued  to  do  so  during  1941  (table  1).  It  was 
also  in  these  regions  that  the  postwar  reversal  of  the  debt  trend  first 
occurred.  Here  debt  increased  during  1945,  whereas  in  most  other 
regions  the  upturn  did  not  come  until  1946.  In  the  East  and  West 
North  Central  regions,  on  the  other  hand,  debt  continued  to  decline 
during  1946  and  in  the  latter  region  the  decline  persisted  in  1947. 
In  the  West  North  Central  region  the  decline  in  1946  and  1947  was 
general,  but  in  the  East  North  Central  division  it  was  confined  mostly 
to  Illinois.  The  magnitude  of  the  changes  varied  considerably. 
From  1940  to  the  wartime  or  postwar  low,  the  percentage  reduction 
in  debt  ranged  from  about  42  percent  in  the  West  North  Central 
region  to  17  percent  in  the  South  Atlantic  region.  For  the  period 
1940-48,  Nebraska,  North  Dakota,  and  Kansas  reported  the  largest 
percentage  declines  (fig.  1).  (See  table  30,  p.  49,  for  State  debt 
figures.) 

During  the  First  World  War  period,  the  Middle  Atlantic  region 
was  the  only  region  to  experience  any  considerable  decline  in  debt 
and  this  continued  only  until  1917.  The  immediate  postwar  peak 
was  reached  first  in  the  East  South  Central  States,  where  debt  was 
at  its  highest  point  in  1921.  In  the  South  Atlantic  and  Pacific 
regions,  the  peak  was  reached  in  1922.  Elsewhere  debt  continued 
upward  until  1923,  and  in  some  regions  it  was  not  at  its  highest  point 
until  the  late  1920's.  The  increases  were  sharpest  in  the  Mountain 
and  East  South  Central  regions,  where  debt  more  than  tripled  between 
1915  and  the  postwar  peaks.     In  the  South  Atlantic,  West  North 
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Figure  1. — In  the  period  1915-23,  the  farm-mortgage  debt  for  the  country  as  a 
whole  more  than  doubled.  The  percentage  increase  was  greatest  in  the  Moun- 
tain region  and  in  some  of  the  Southern  States.  Between  1940  and  1948, 
total  debt  declined  approximately  a  fourth,  declining  most  sharply  in  the  West 
North  Central  States.  Nevertheless,  a  number  of  Southern  States  and  a  few 
in  the  Mountain  region  showed  increases. 


Central,  and  West  South  Central  regions,  it  more  than  doubled 
during  the  same  period.  Of  the  individual  States,  Nevada,  Utah,  and 
Colorado  experienced  the  sharpest  increases. 

Variations  in  the  regional  trends  are  reflected  also  in  the  percentage 
distribution  of  the  debt  at  the  beginning  and  end  of  each  of  the  war 
periods  (table  2).     Between  1915  and  1923  the  proportion  of  the  total 
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debt  accounted  for  by  the  East  North  Central  States  declined,  while 
for  the  West  North  Central.  States  it  increased.  The  Middle  Atlantic 
region  with  a  decrease  and  the  Mountain  States  with  an  increase  were 
the  only  other  regions  to  show  any  appreciable  change  in  relative 
position.  After  1940  the  reduction  in  debt  was  proportionately 
greater  in  the  East  and  West  North  Central  regions  than  elsewhere. 
The  latter  region  accounted  for  only  about  one-fourth  of  the  total 
debt  in  1948,  compared  with  a  third  in  1940.  The  debt  in  nearly  all 
the  other  regions  was  a  larger  proportion  of  the  Nation-wide  total  in 
1948  than  in  1940,  although  the  South  Atlantic  region  was  the  only 
one  to  show  a  sizable  increase  in  the  proportion. 

Table  2. — Percentage  distribution  oj  j arm-mortgage  debt,  by  geographic 
divisions,  Jan.  1,  1915,  1923,  1940,  and  1948 


Geographic  division 

World  War  I 
and  postwar 

World  War  II 
and  postwar 

1915 

1923 

1940 

1948 

New  England 

Percent 
2.0 

6.  8 
22.  8 
40.  7 

3.  9 
2.8 
9.0 
4.3 

7.  7 

Percent 
1.  3 
4.3 
19.4 
43.0 
4.9 
3.8 
9.4 
7.2 
6.7 

Percent 

2.3 

5.7 

21.  6 

33.0 

6.  2 

5.8 

10.  8 

5.4 

9.  2 

Percent 
2.  3 

Middle  Atlantic 

6.  6 

East  North  Central 

20.  0 

West  North  Central. 

25.  7 

South  Atlantic 

8.  9 

East  South  Central 

7.  0 

West  South  Central 

12.  0 

Mountain 

6.  6 

Pacific. 

10.  9 

United  States.    _ 

100.0 

100.  0 

100.0 

100.  0 

Number  of  Farms  Under  Mortgage 

The  number  of  farms  under  mortgage  changed  more  sharply  between 
1940  and  1945  than  during  any  other  intercensal  period  since  1890 
when  such  data  were  first  collected.2  On  January  1,  1945,  only 
1,711,665  farms  were  under  mortgage  compared  with  2,363,777  farms 
in  1940,  a  decrease  of  about  28  percent  (table  3).3  Meanwhile  the 
percentage  of  all  farms  under  mortgage  dropped  from  nearly  39  to 
approximately  29  percent.  A  decline  in  the  total  number  of  farms, 
both  mortgaged  and  free  of  debt,  from  6,096,799  in  1940  to  5,859,169 
in  1945  accounted  for  a  small  part  of  the  decline  in  mortgaged  farms. 
In  1945,  Massachusetts  and  Wisconsin  reported  the  largest  percentage 
of  farms  under  mortgage,  and  West  Virginia  and  North  Carolina  the 
smallest  (fig.  2). 

2  Data  on  number  of  mortgaged  farms  are  available  only  for  census  years, 
that  is,  years  in  which  an  agricultural  census  was  taken.  Such  a  census  is  now 
taken  every  5  years,  but  up  until  1920  an  agricultural  census  was  taken  only 
decennially.     Therefore,  the  periods  referred  to  are  not  entirely  comparable. 

3  For  more  detailed  information  see  cooperative  report,  farm-mortgage  debt 
in  the  united  states:  1945.  Bureau  of  the  Census  and  Bureau  of  Agricultural 
Economics.     14  pp.     [Processed.] 
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PERCENTAGE  OF  ALL  FARMS 
UNDER  MORTGAGE 


PERCENT 

FT]  Under  20.0 
E3  20.0  -  24.9 
250  -  29.9 
30.0  -  34.9 
35.0  -  39.9 
40.0  -  44.9 
45.0  -  49.9 
50.0  and  over 
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50.0  and  over 


Figure  2. — The  percentage  of  farms  under  mortgage  decreased  noticeably 
between  1940  and  1945.  Reduction  was  greatest  in  the  Southern  States,  where 
borrowing  for  production  purposes  apparently  was  less  necessary  or  mortgage 
security  was  less  often  required.  In  the  Mountain  States  the  decline  appears 
to  have  stemmed  from  an  increase  in  size  of  farms. 


Data  on  the  proportion  of  all  farms  under  mortgage  are  not  avail- 
able for  census  years  before  1925,  but  comparable  data  for  owner- 
operated  farms  indicate  that  fewer  farms  were  under  mortgage  in 
1945  than  in  any  other  census  year  since  1900.  In  1945,  32.0  percent 
of  all  owner-operated  farms  were  mortgaged  compared  with  43.7  percent 
in  1940  and  33.6  percent  in  1910.  In  no  census  year  from  1920  through 
1940  did  the  proportion  of  owner-operated  farms  under  mortgage 
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drop  below  40.0  percent,  although  it  is  likely  that  in  some  intercensal 
years,  particularly  in  those  periods  when  many  mortgages  were  being 
foreclosed,  the  proportion  was  smaUer. 

The  largest  percentage  drop  in  the  number  of  farms  under  mortgage 
between  1940  and  1945  occurred  in  the  Southern  and  Mountain 
States.  In  the  South  the  reduction  ranged  by  areas  from  29.6  per- 
cent in  the  South  Atlantic  to  40.5  percent  in  the  East  South  Central, 
and  in  the  Mountain  States  it  was  31.6  percent.  The  smallest 
reduction  took  place  in  the  New  England  States  where  it  was  only 
15.3  percent.  The  large  drop  in  the  number  of  mortgaged  farms  in 
the  East  South  Central  States  also  is  reflected  in  a  large  reduction  in 
the  percentage  of  farms  under  mortgage,  the  proportion  decreasing 
from  36.6  percent  in  1940  to  23.2  percent  in  1945. 

Between  1940  and  1945  the  percentage  drop  in  the  number  of 
mortgaged  farms  exceeded  the  percentage  decline  in  the  farm-mort- 
gage debt  itself  for  the  first  time  since  such  data  became  available. 
This  is  reflected  also  in  a  slight  increase  in  the  average  debt  per  farm 
for  the  country  as  a  whole;  the  average  increased  from  $2,786  in  1940 
to  $2,882  in  1945  (table  3).  The  increase  in  debt  per  farm  was 
greatest  in  those  regions  where  the  reduction  in  number  of  mortgaged 
farms  was  greatest.  In  the  East  South  Central  division,  for  instance, 
the  average  went  from  $1,026  in  1940  to  $1,336  in  1945. 

Here,  as  well  as  in  other  southern  regions,  the  reduction  in  the 
number  of  mortgaged  farms  and  the  increase  in  the  average  debt  per 
farm  are  probably  explained  by  the  liquidation  of  a  large  number  of 
small  production  loans  secured  by  farm  real  estate,  a  common  type 
of  loan  in  that  part  of  the  country.  As  the  farm  income  situation 
improved  after  1940,  many  owners  of  small  farms  may  have  found  it 
no  longer  necessary  to  borrow  for  production  purposes,  or  if  they  did, 
they  may  have  been  able  to  do  so  without  mortgaging  their  farms. 
In  the  Mountain  and  Pacific  States,  on  the  other  hand,  the  increase 
in  debt  per  farm  appears  to  be  associated  largely  with  an  increase  in 
the  average  size  of  farm  units.  In  the  northern  regions,  where  debt 
per  farm  was  lower  in  1945  than  in  1940,  apparently  a  smaller  propor- 
tion of  mortgage  loans  were  completely  paid  off,  yet  repayments  were 
of  sufficient  volume  to  offset  any  increase  resulting  from  larger  farm 
units,  particularly  in  the  East  and  West  North  Central  States. 

Farm-Mortgage  Debt  and  Real  Estate  Values 

The  substantial  reduction  in  farm-mortgage  debt  and  the  sharp 
rise  in  farm  real  estate  values  that  took  place  after  1940  reflect  the 
high  wartime  incomes  of  farm  owners.  Net  income  from  agriculture 
increased  sharply  after  1940  and  by  1942  it  exceeded  the  previous 
all-time  peak  of  1919  (fig.  3).  After  a  leveling  off  in  1944  and  1945, 
it  increased  further  until  in  1947  it  was  more  than  three  times  the 
1935-39  average.  The  supply  of  materials  and  equipment,  on  the 
other  hand,  was  limited,  and  proportionately  more  of  the  income 
went  for  debt  repayment  than  would  otherwise  have  been  the  case. 
The  net  reduction  in  debt  only  partially  reflects  the  amount  of 
repayments,  as  a  considerable  volume  of  new  mortgages  was  being 
recorded  during  that  period. 
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Figure  3. — Farm-Mortgage  Debt,  Value  of  Farm  Real  Estate  and  Net  Farm 
Income,  United  states,  1910-48. 

Farm  real  estate  values  increased  sharply  after  1940  just  as  they  did  during 
World  War  I.  Related  to  net  farm  income,  however,  the  increase  was  not  so 
great  as  during  that  earlier  period.  The  accelerated  decline  in  farm-mortgage 
debt  after  1940  combined  with  the  rise  in  land  values  to  bring  the  ratio  of 
debt  to  value  down  to  the  lowest  level  on  record. 

Farm  real  estate  values  began  to  rise  shortly  after  farm  incomes 
started  to  climb  in  1941.  The  index  of  total  aggregate  values  of  all 
real  estate  in  farms  stood  at  185  in  1948  (1935-39  =  100)  compared 
with  99  in  1940  and  195  in  1920  (fig.  3).  A  comparison  on  a  per-acre 
basis  shows  that  by  early  1948  average  values  had  reached  the  previous 
all-time  peak  attained  in  1920.  Nevertheless,  when  considered  in 
relation  to  net  income,  values  were  at  a  much  lower  level  in  1948 
than  they  were  at  the  end  of  World  War  I.  The  uncertainty  of  high 
war-induced  incomes  and  memories  of  what  happened  after  World 
War  I  undoubtedly  have  made  both  buyers  and  lenders  more  conserv- 
ative in  their  evaluations. 


DEBT    A    SMALLER   PERCENTAGE    OF    VALUE 

With  values  rising  and  mortgage  debt  falling,  debt  expressed  as  a 
percentage  of  the  value  of  all  farms  dropped  sharply  after  1940,  par- 
ticularly after  1942  (table  4).  Since  1946,  this  ratio  has  been  lower 
than  for  any  other  year  since  1910,  the  earliest  year  for  which  such  a 
comparison  is  possible.  In  1948  mortgage  debt  was  only  7.8  percent 
of  farm  real  estate  values  compared  with  19.6  percent  in  1940,  27.6 
percent  in  1933,  and  12.7  percent  in  1920.  The  ratio  was  about  as 
high  in  1940  as  it  was  when  mortgage  debt  was  at  its  peak  in  1923. 
Generally  speaking,  the  lowest  ratios  for  the  1940-48  period  were  re- 
ported for  the  South,  particularly  for  the  South  Atlantic  States,  and  the 
highest  ratios  for  the  West  North  Central  region.    After  1940  the 
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ratios  for  the  North  Central  divisions  showed  the  greatest  drop. 
During  the  World  War  I  period,  that  for  the  Mountain  States  in- 
creased the  most,  and  after  1917  this  region  had  the  highest  ratio. 
There  the  farm-mortgage  debt  more  than  tripled  between  1915  and 
1923,  probably  indicating  a  greater  funding  of  chattel  mortgages 
and  unsecured  loans  into  farm  real  estate  loans  in  this  area  than 
elsewhere. 

Farm-mortgage  debt  expressed  as  a  percentage  of  the  value  of 
mortgaged  farms  is  available  only  for  census  years  and  then  in  some 
cases  only  for  those  farms  owned  entirely  by  their  operators.  The 
ratio  for  all  mortgaged  farms  was  30.2  percent  in  1945  compared  with 
41.5  percent  in  1940  (table  5).  The  regional  differences  are  much 
the  same  as  when  debt  is  related  to  the  value  of  all  farms.  Of  the 
individual  States  in  1940,  North  Dakota,  South  Dakota,  and  Ne- 
braska had  the  highest  ratios,  and  Florida,  New  Mexico,  Connecticut, 
and  West  Virginia  the  lowest  (fig.  4).  In  1945  ratios  for  Vermont, 
Wisconsin,  and  Pennsylvania  were  highest,  and  those  for  Illinois, 
California,  and  New  Mexico  were  lowest.  For  those  mortgaged 
farms  owned  entirely  by  their  operators,  debt  was  32.9  percent  of 
value  in  1945  and  42.5  percent  in  1940.  These  ratios  compare  with 
50.2  percent  in  1935  and  29.1  percent  in  1920.  Actually,  therefore, 
the  ratio  for  mortgaged  farms  was  somewhat  higher  in  1945  than  in 
1920,  but  a  smaller  proportion  of  the  farms  were  under  mortgage 
in  1945. 


Table  5. — Farm-mortgage  debt  as  percentage  of  value  of  mor 
farms,  by  geographic  divisions,  Jan.  1,  191+0  and  1945 


Geographic  division 

1940 

1945 

New  England     _       _____           ___                

Percent 
38.5 
40.  5 
42.  6 
49.8 
34.9 
37.  6 
35.0 
37.  9 
35.  9 

Percent 
32.  1 

Middle  Atlantic          __       

35.  3 

East  North  Central     __       __ _       __ 

29.4 

West  North  Central _     _     _ 

33.  1 

South  Atlantic.  _    _       _         _     

30.  8 

East  South  Central   _  _                _     _           _                _ 

32.  1 

West  South  Central     __     _ _           _     

26.  8 

Mountain     __ _          __ 

27.  3 

Pacific    __ __ 

25.  0 

United  States.  _     __ 

41.  5 

30.  2 

Mortgage  Recordings  and  Farm  Transfers 

The  rise  in  farm  incomes  and  real  estate  values  after  1940  was 
accompanied  by  a  sharp  upturn  in  voluntary  farm  transfers  and  an 
increase  in  mortgage  recordings.  Transfers,  which  in  the  late  1930Js 
were  already  at  the  highest  level  since  1920,  increased  sharply  in 
1940  and  continued  upward  to  a  new  record  high  of  55.9  per  1,000  of 
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Figure  4. — With  farm  real  estate  values  rising  and  farm-mortgage  debt  falling, 
debt  represented  a  substantially  smaller  percentage  of  the  value  of  mortgaged 
farms  in  1945  than  in  1940.  In  general,  debt  has  been  a  somewhat  higher 
percentage  of  value  in  the  North  Central  and  Northeastern  regions  than 
elsewhere. 


all  farms  in  1943  (fig.  5).  This  was  well  above  the  previous  high  of 
48.8  per  1,000  in  1919.  During  the  next  few  years  the}^  fluctuated 
near  this  level  and  in  1946  were  at  an  all-time  high  of  57.7  per  1,000 
of  all  farms.  The  number  was  down  again  in  1947  when  it  was  49.0 
per  1,000,  or  about  the  same  as  in  1919  at  the  peak  of  the  World  War  I 
period. 
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Figure  5.— Farm-Mortgage  loans  Made  or  Recorded,  Voluntary  Farm 
Transfers,  and  Farm  Foreclosures  and  assignments,  united  states, 
1910-47. 

Since  1942  farms  have  been  sold  or  traded  at  a  faster  rate  than  during  World  War  I. 
The  volume  of  loans  made  or  recorded,  on  the  other  hand,  has  been  consider- 
ably smaller  than  in  that  earlier  period,  partly  because  of  longer  terms  but 
mainly  because  of  more  cash  sales  and  larger  down-payments.  In  recent 
years  foreclosures  and  assignments  have  been  at  the  lowest  level  of  record. 

Farm  transfers  as  the  result  of  foreclosures,  including  assignments 
in  lieu  of  foreclosure,  fell  off  sharply  after  1940,  and  in  1947  they 
amounted  to  only  1  in  every  1,000  farms,  the  lowest  ratio  on  record 
(fig.  5).  The  transfer  of  many  farms  to  creditors  in  satisfaction  of 
debts  was  the  chief  factor  in  the  accelerated  decline  of  mortgage  debt 
between  1930  and  1934.  The  large  amount  of  mortgages  recorded 
during  1934  added  little  new  debt,  as  most  of  this  was  in  connection 
with  the  refinancing  of  existing  mortgages.  Any  new  mortgage  loans 
were  more  than  offset  by  loans  liquidated  through  foreclosure. 

The  dollar  volume  of  farm  mortgages  recorded  after  1940  increased 
as  the  number  of  transfers  climbed,  although  much  more  slowly. 
Total  annual  recordings  changed  little  from  1940  through  1942,  rose 
moderately  during  1943-45,  and  expanded  sharply  in  1946,  when  the 
dollar  volume  totaled  almost  1,500  million  dollars  or  nearly  double 
that  of  1940  (table  6).  This  was  the  largest  dollar  amount  recorded  in 
any  year  since  1928,  except  for  1934  when  a  large  amount  of  mortgage 
debt  was  refinanced  (fig.  5) .  Total  recordings  remained  high  also  in 
1947.  But  even  though  recordings  were  up,  mortgage  debt  continued 
to  decline  until  1946  because  of  the  large  volume  of  repayments. 

Although  the  amount  of  farm  mortgages  recorded  during  the  recent 
war  period  increased  considerably,  it  was  much  smaller  than  that 
recorded  during  the  earlier  war  period.  During  and  immediately  after 
World  War  I,  recordings  were  at  least  double  what  they  were  during 
the  corresponding  years  of  the  more  recent  war  period.     In  each  year 


16 


CIRCULAR    812,    U.    S.    DEPARTMENT    OF   AGRICULTURE 


O   c3 


lis 

™  2  c 

co0 


t>  o  o 


12  =3 


T3 


T3    «3 


iO  H  H  rfi  C5  lO  tH  © 
O    £cOOOC5iOt>CO^HrH 

§  -2  rt^cf  cT»o  oTi>  oTio 

-"©  O^CO^O>CN1>00 

>S  ^  r-H  rH  H  rH  rH  <N  rH  rH 


,ArH00CONlO©CO(M 

O    ?CNO<NOOC5COCO'HH 
o^>     -------- 

,_,  _  _  <M  oq  _,  _( 


Q)     £00rHTHCOCOOi©CO 

-"o  co"  go" tjT oT co" co" od co" 


.    HOOCOr^HNC 
O    ^Oi^CO00(NCO(M(M 

Q5     §CD05rH,H00M00O 

~*S  1>  O  ©"  O  tH  lO  of  lO 

rH  rH  CN  CM  CM  i-H 


OOGOiOLOOS-^CD 
O  ?MOcD(N^iOcOTtH 
O    eCONMOONNrHCT) 

w        hhh(N(N(Nh 


O    £COt^OCNCNlCOi>iO 

°-^  CN  00  00  CO 'tf  00  00  i-T 

lONNOOiOOOOO 


^oocooocothoocsth 

rv    gcOCOCOCOGOOOCS© 

^-"S  iO  00  <N~  t^OO  tF~  co"<n 

^  >S  lO  rH  CO  00  CO  T)i  N  OS 
(M  CO  CO  N  ^  kO  CO  CO 


LOOOO^O^COCO 
O  ^CiCN^HiOCiOO^© 
•  O    eOSONtONMON 

-'o  t>  -rfaoco^fcoGai 
"^^cocoLOiot^Oioot^ 


O    ?00CDNiOQ0HOlH 
O   e^^^OOCOCNtOCO 

-"§  Ci'&COtDCOtfOG} 

"-^CNCOCOCN^Tt^Tfri 


CDMHlNiOOcOtO 

^NkOOTtfOOiOOO 

_.     C0l>(NrHt^00I>COC5 

o  e b-.i>. ©h co io oo io 

QSoOCOOKS^NNO 


h(NhiMCOM(N 


iOCDN00OiOH(N 

rHrH^HrHrHfNCMCQ 

©05©©©©OiCi 


CN^t»(NCNCNCOCO 

^CDHOiOlNOOO 

l>  CM"  "*~  co"  t>>"  <n"  i-T  CO 

CONtOOOOOOiO 


OiOCONiOCOOlO 
©  CN  ■<*  CO  ©  CO  CN  ^ 
COIOCOOCO-^OLO 

co"  co"  i>  ©"  oo"  *-<"  cm"  co" 

TH-HHCO»-Ol01>©rH 


NCDINOtONINN 

COCNiO©00cOCOt« 

©rH  <N   ©rH  CN  CO  CO 
CN"  ©"  rH   00"  00"  "tf  00"  Of 

050©OONNN 


©O0l>l>CO©CNrH 
CO  CO  iH  rH  CO  \H  N  TH 

rHt>00CO00rHG0C0 


CNCN  i-HCN  lOOiHCO 
<NCOTfCO©(N<N<N 
©  00  T«  t^  t^  lO  LO  CO 

co"  LO  TfT  tC  ,-T  co"  co"  tH" 
00001>00©Ot^lO 


oomoocoootoN 
corHooco©cNoo-HH 

N  (N  IM  in  O  r«  W  ^O 

t)T  co"  co"  rjT  tC  to  i>"  i> 

ONHIOCD^HH 

CN  CN  <N  CN  CN  CN  CO  CO 


050COC00^05lC 
^(N(NH(N(NOO 

©cNoocNoococNrH 

O"  CO"  io"  tO  CM"  tJh"  lo  t}h" 

CONCOOOOhOO 

HrHHHMNCON 


NN^^OOrHOON 

OHN^H®CDCO 
OCO»OOOLQIO»OCO 


HCD©t>OiOON 
OJHOiOHiOMcO 

OrH00(N©HlON 

CO"  io  co"  o"  co"  o"  Oi"  o" 

rH  H  rH  (N  M  CO  Tt<  •* 


(MCOCOCOTtiOOOO 

©CBhONMO^ 

T*ajooocc5^cNrH 
of  co"  cm"  to  o"  r)T  co"  o" 

t^  CO  CO  rH  i>  »o  00  T}H 

t^.oOt^OSOSO'TjH^ 


Oh(NCOt«lOcDN 

^H  ^H  TJH  ^^  "<^H  Tp  ^1  ^}^ 


FARM-MORTGAGE  LOANS  AND  THEIR  DISTRIBUTION,   1940-4  8        17 

from  1915  to  1920,  with  the  exception  of  1918,  the  dollar  volume  of 
recordings  increased  considerably  over  the  previous  year,  and  for 
1920  it  is  estimated  at  3,626  million  dollars.  This  is  about  two  and 
one-half  times  the  volume  in  1915  and  the  recent  peak  in  1946. 
Recordings  also  continued  relatively  high  during  1921,  1922,  and  1923. 

SIZE    OF    LOANS    INCREASES 

Fluctuations  in  the  dollar  volume  of  recordings  may  or  may  not 
indicate  changes  in  the  number  of  mortgages  recorded,  depending 
upon  changes  in  the  average  size  of  the  loans.  During  both  war 
periods  the  average  loan  increased  substantially  in  size — somewhat 
more  so  during  World  War  I  than  in  the  later  period  (table  7).  The 
average  size  of  all  mortgages  recorded  in  1947  was  $4,020,  or  about 
50  percent  greater  than  the  average  size  of  those  recorded  in  1942. 
During  World  War  I  the  average  amount  per  loan  increased  approxi- 
mately 60  percent  in  the  relatively  short  period  between  1917  and 
1920,  going  from  $2,640  to  $4,270.  In  both  1921  and  1922,  however, 
the  loans  were  considerably  smaller,  reflecting  both  lower  farm  real 
estate  values  and  the  funding  of  many  small  unsecured  loans.  These 
averages  reflect  the  size  of  junior  mortgages  as  well  as  first  mortgages, 
and  the  proportion  of  these  may  vary  from  year  to  year. 

Regionally,  the  increases  in  average  size  varied  considerably.  The 
smallest  percentage  increase  during  the  1942-47  period  was  in  the 
West  North  Central  division  where  the  average  size  increased  from 
$3,410  to  $4,540.  In  the  Mountain  States  it  went  from  $3,030  to 
$5,760.  Between  1917  and  1920  increases  were  smallest  in  the  New 
England  States  where  the  average  size  rose  from  $1,840  to  $2,300,  and 
largest  in  the  West  North  Central  region  where  it  climbed  from  $3,400 
to  $6,060.  The  substantial  increase  in  the  West  North  Central  region 
during  World  War  I  is  in  direct  contrast  to  the  situation  during  the 
recent  period  when  this  region  reported  the  smallest  increase.  In  the 
New  England  States,  on  the  other  hand,  the  increase  in  average  size 
between  1942  and  1947  was  more  than  three  times  that  of  the  earlier 
war  period.  During  both  periods,  mortgage  loans  were  largest  in  the 
Pacific  region,  where  in  several  years  the  average  exceeded  $5,000. 
Between  1917  and  1922  they  were  smallest  in  the  New  England  States, 
the  average  never  exceeding  $2,300.  In  the  1942-47  period,  however, 
the  East  South  Central  division  reported  the  smallest  loans,  with  a 
top  average  of  around  $2,500. 

LOWER    LEVEL    OF    RECORDINGS    EXPLAINED 

To  some  extent  the  larger  volume  of  recordings  during  the  World 
War  I  period  can  be  attributed  to  the  shorter  term  for  which  the 
mortgages  were  written,  requiring  more  frequent  renewals,  and  to  the 
considerable  refinancing  that  accompanied  the  transfer  of  farms. 
Therefore,  many  mortgages  were  recorded  which  had  little  or  no  effect 
on  the  amount  of  mortgage  loans  outstanding.  But  the  substantial 
increase  in  outstanding  loans  during  this  earlier  period  is  evidence 
that  many  of  the  mortgages  represented  new  loans  or  the  funding  of 
unsecured  loans. 

The  marked  difference  in  the  volume  of  loans  recorded  during  the 
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two  periods  is  explained  largely  by  the  way  in  which  farm  purchases 
were  financed.  Since  1940  a  large  proportion  of  the  sales  have  been 
for  cash,  with  credit-financed  sales  accounting  for  from  42  to  55  per- 
cent of  all  sales  (table  8).  The  limited  information  available  for  the 
World  War  I  period  indicates  that  credit-financed  sales  then  were  a 
considerably  larger  proportion  of  total  sales.  Furthermore,  down- 
payments  in  connection  with  credit-financed  sales  since  1940  have 
been  substantial,  with  the  credit-financed  portion  averaging  about 
two-thirds  of  the  purchase  price  in  1941  and  1942  and  only  about 
three-fifths  in  succeeding  years.  Comparable  data  are  not  available 
for  the  World  War  I  period,  but  it  is  probable  that  the  proportion  was 
somewhat  higher. 

Table  8. — Percentage  of  farm  real  estate  purchases  and  purchase  price 
financed  by  credit,  United  States,  1941-47  l 


Year 

Purchases 

Purchase 
price 

1941 

Percent 

52 
55 
48 
45 
42 
44 
45 

Percent 

2  68 

1942          _     __ 

2  67 

1943                                    _   _ 

61 

1944   __            _    _    __              _    _            ________ 

59 

1945   _ 

57 

1946   _           _____        __     _       ________ 

59 

1947 

58 

1  Based  on  data  from  about  80  counties  in  1941-42,  130  counties  in  1943-46, 
and  55  counties  in  1947.  Credit-financed  purchases  include  only  those  involving 
mortgages  or  sales  contracts,  and  figures  reflect  only  those  that  were  recorded. 

2  Mortgage-financed  sales  only. 

DISTRIBUTION  OF  FARM-MORTGAGE  LOANS  BY 
LENDER  GROUPS 

Any  substantial  change  in  the  total  amount  of  farm-mortgage 
loans  has  usually  been  accompanied  by  changes  in  the  distribution  of 
those  loans  among  the  lender  groups.  The  changes  in  lender  distri- 
bution that  took  place  during  and  between  the  two  war  periods  are 
discussed  in  the  sections  that  follow,  with  particular  emphasis  on  the 
activities  of  each  of  the  lender  groups  in  the  years  1940-48.  Figures 
on  the  amount  of  farm  mortgages  held  by  the  different  lender  groups 
in  the  different  States  during  the  years  1940-48  are  shown  in  the  tables 
on  pages  52-62. 

Changing  Importance  of  Principal  Lenders 

The  main  sources  of  mortgage  loans  during  the  World  War  I  period 
were  individuals,  commercial  banks,  and  life-insurance  companies 
(tables  9  and  10).  Individuals  and  miscellaneous  lenders  accounted 
for  more  than  half  of  the  recordings  and  held  by  far  the  largest  propor- 
tion of  the  outstanding  farm-mortgage  loans  (figs.  6  and  7).  During 
the  same  period  commercial  banks  made  many  loans  on  farm  lands 
and  held  between  14  and  16  percent  of  the  total  loans  outstanding. 
Life-insurance  companies  recorded  a  smaller  volume  of  loans  than 
banks,  but  because  of  the  longer  term  for  which  they  were  written, 
they  held  nearly  the  same  amount  of  loans.     Throughout  World 
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figure  6.— percentage  of  outstanding   farm-mortgage  loans  held  by 
Principal  Lenders.  United  states,  January  1,  1910-48. 

The  federally  sponsored  agencies  held  about  a  fourth  of  all  farm-mortgage  loans 
outstanding  at  the  beginning  of  1948,  whereas  in  the  late  1930's  and  early 
1940's  they  held  more  than  two-fifths.  Before  1935  private  lenders,  parti- 
cularly individuals,  were  the  chief  holders  of  farm  mortgages,  and  judging  from 
recent  developments  they  are  again  becoming  so. 

War  I  and  the  immediate  postwar  period,  private  lenders  were  the 
source  of  more  than  90  percent  of  all  farm-mortgage  loans. 

The  Federal  land  banks  and  joint-stock  land  banks  were  the  only 
federally  sponsored  lending  agencies  that  were  active  during  that 
early  period.  They  began  operating  in  1917  and  by  1923  they  held 
about  8  percent  of  all  outstanding  farm-mortgage  loans.  In  the 
middle  1930's  the  Federal  land  banks  became  a  major  source  of  loans, 
refinancing  many  farm  mortgages  held  by  other  lenders.  Also,  at 
that  time  the  Federal  Farm  Mortgage  Corporation  was  created  to 
supplement  land-bank  loans  where  necessary.  In  1938  the  Farmers 
Home  Administration  (then  the  Farm  Security  Administration)  began 
its  tenant-purchase  program  and  later  made  other  types  of  loans. 
The  joint-stock  land  banks,  on  the  other  hand,  were  placed  in  liquida- 
tion in  1933,  and  their  loan  holdings  have  been  declining  ever  since. 

In  1940  the  federally  sponsored  agencies  held  more  than  40  percent 
of  all  outstanding  farm  real  estate  loans.  In  succeeding  years,  how- 
ever, their  holdings  declined  substantially,  and  by  1948  they  repre- 
sented only  about  one-fourth  of  the  total.  During  this  period  the 
Farmers  Home  Administration  was  the  only  Federal  agency  to  in- 
crease its  outstanding  loans.  Loans  of  the  Federal  land  banks  dropped 
more  than  one-half,  those  of  the  Federal  Farm  Mortgage  Corporation 
about  six-sevenths,  and  those  of  the  joint-stock  land  banks  were 
mostly  liquidated.  But  the  Federal  land  banks  made  a  larger  dollar 
volume  of  loans  after  1944,  whereas  the  Corporation  made  a  smaller 
volume,  mainly  because  of  changes  in  the  laws  under  which  they 
operate. 
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figure  7. — percentage  of  farm- mortgage  loans  made  or  recorded  by 
Principal  Lenders. United  states,  1910-47. 

Individuals  and  commercial  banks  have  recorded  the  bulk  of  the  farm  mortgages 
placed  on  record  each  year,  mainly  because  they  make  loans  for  short  terms 
and  renew  them  frequently.  Insurance  companies  and  federally  sponsored 
agencies  lend  for  longer  terms  and  renew  loans  much  less  frequently.  The 
large  volume  of  loans  made  by  the  Federal  land  banks  and  Federal  Farm 
Mortgage  Corporation  in  the  1933-36  period  was  in  connection  with  their 
refinancing  program  which  was  instigated  to  save  many  farms  from  foreclosure. 

Individuals,  commercial  banks,  and  life-insurance  companies  also 
were  major  sources  of  mortgage  credit  during  the  World  War  II 
period,  but  their  position  was  less  important  than  during  the  period 
1915-22.  Each  of  these  groups  recorded  a  smaller  dollar  volume  of 
mortgages,  the  reduction  being  particularly  noticeable  in  the  case  of 
individuals.  Life-insurance  companies  generally  held  a  slightly 
smaller  amount  of  farm  mortgages  after  1940  than  in  the  earlier 
period,  but  their  holdings  accounted  for  a  relatively  larger  share  of 
all  outstanding  loans.  During  most  of  the  World  War  II  period 
commercial  banks  held  a  smaller  proportion  of  total  outstanding 
loans  than  earlier,  but  they  increased  their  holdings  sharply  in  1946 
and  1947.  Individuals  and  miscellaneous  lenders  showed  a  substan- 
tial reduction  between  the  two  periods  in  outstanding  loans  as  well 
as  in  recordings.  Taken  together,  the  private  lender  groups  accounted 
for  from  57  to  76  percent  of  all  outstanding  farm-mortgage  loans 
during  the  World  War  II  period  compared  with  more  than  90  per- 
cent during  the  World  War  I  period. 

The  changes  in  the  relative  importance  of  the  various  lender 
groups  varied  by  regions.  In  1923,  the  Federal  land  banks,  for  in- 
stance, were  of  most  importance  in  the  southern  regions  and  of  least 
importance  in  the  Middle  Atlantic  and  North  Central  regions  (table 
11).     In  1940,  they  still  held  a  large  proportion  of  all  outstanding 
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loans  in  the  South  Central  divisions  but  were  also  important  in  the 
Mountain  States  and  West  North  Central  region.  They  accounted 
for  the  smallest  proportions  in  the  New  England  and  Middle  Atlantic 
divisions.  In  1948  the  Federal  land  banks  held  a  larger  proportion 
of  the  debt  in  the  West  South  Central  and  West  North  Central 
regions  than  elsewhere  and  a  smaller  proportion  in  the  South  Atlantic 
and  Pacific  States.  Similar  shifts  are  to  be  found  in  the  mortgage 
holdings  of  other  lenders,  with  the  pattern  varying  from  lender  to 
lender. 

INCREASE    IN    LOAN    SIZE    VARIES    BY    LENDER 

The  average  size  of  all  mortgages  recorded  increased  approximately 
one-half  between  1942  and  1947  (table  12).  Loans  closed  by  the 
Federal  agencies  averaged  about  the  same  during  1942-44,  reflecting 
their  policy  of  lending  on  a  basis  of  "normal  values"  (fig.  8).  But  in 
1945  and  1946,  the  average  loan  of  the  Federal  land  banks  increased 
and  that  of  the  Federal  Farm  Mortgage  Corporation  declined.     This 

Table  12. — Average  size  of  farm-mortgage  loans  made  or  recorded  by 
principal  lenders,  United  States,  1917-22  and  1942-47  x 


World 

War  I  and  Postwar 

Year 

All 
lenders 

Federal 

land 

banks 

Federal 
Farm 
Mort- 
gage 
Corpo- 
ration 2 

Joint- 
stock 
land 
banks 

Insur- 
ance 
com- 
panies 

Commer- 
cial and 
savings 
banks 

Individ- 
uals and 
miscel- 
laneous 3 

1917 

1918 

1919 

1920 

1921 

1922 

Dollars 
2,640 
2,880 
3,460 
4,270 
3,310 
3,  190 

Dollars 
2,310 
2,560 
3,340 
3,740 
3,440 
3,  180 

Dollars 

Dollars 
6,500 
11,080 
11,  550 
11,  670 
10,410 
8,890 

Dollars 
5,810 
5,750 
6,970 
8,  100 
6,450 
6,710 

Dollars 
2,630 
2,760 
3,  120 
3,840 
3,650 
3,140 

Dollars 
2,400 
2,760 
3,320 
4,080 
2,890 
2,620 

World  War  II  and  Postwar 


1942 
1943 
1944 
1945 
1946 
1947 


2,690 

3,880 

1,750 

(4) 

6,320 

2,270 

3,030 

3,820 

1,770 

(4) 

6,760 

2,610 

3,220 

3,680 

1,750 

(4) 

7,  160 

2,830 

3,390 

4,040 

1,540 

(4) 

7,  110 

3,050 

3,830 

4,450 

890 

(4) 

7,700 

3,440 

4,020 

4,520 

920 

(4) 

8,  160 

3,510 

2,300 
2,720 
3,000 
3,240 
3,760 
3,840 


1  Data  for  1917-22  are  estimates  of  Bureau  of  Agricultural  Economics;  those 
for  1942-47  are  estimates  of  Farm  Credit  Administration  or  from  its  official 
records.  Averages  for  Federal  land  banks  and  Federal  Farm  Mortgage  Corpora- 
tion for  1942-47  do  not  reflect  purchase-money  mortgages  and  sales  contracts  for 
which  data  are  not  available. 

2  Loans  were  made  on  Corporation's  behalf  by  Land  Bank  Commissioner. 

3  Includes  Farmers  Home  Administration  for  which  separate  data  are  not 
available. 

4  Placed  in  liquidation  May  12,  1933.  Loans  made  thereafter  incidental  to 
liquidation  are  included  with'  those  recorded  by  miscellaneous  lenders. 
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•AVERAGE  SIZE  OF   FARM-MORTGAGE   LOANS    MADE  OR    RECORDED   BY 
PRINCIPAL  LENDERS.  UNITED  STATES.  1917-47. 

Generally  speaking,  insurance  companies  have  made  the  largest  loans  and  indi- 
viduals have  made  the  smallest.  Commercial  banks  also  have  made  relatively 
small  loans  although  somewhat  larger  than  individuals.  Loans  of  Federal 
land  banks  have  varied  least  in  size,  although  in  recent  years  they  have  aver- 
aged somewhat  larger  because  of  a  change  in  legislation  which  permits  them  to 
lend  a  larger  proportion  of  the  appraised  value.  This  change  is  also  reflected 
in  smaller  loans  for  the  Federal  Farm  Mortgage  Corporation. 

came  about  chiefly  as  a  result  of  a  change  in  legislation  which  permits 
the  land  banks  to  lend  up  to  65  percent  of  the  appraised  value  instead 
of  50  percent  on  the  land  and  20  percent  on  improvements — the  pre- 
vious limits.  This  reduced  the  amount  required  from  the  Corporation. 
During  the  1942-47  period,  loans  of  individuals  and  miscellaneous 
lenders  showed  the  greatest  expansion  in  size,  the  average  increasing 
nearly  70  percent.  For  commercial  and  savings  banks  the  increase  was 
more  than  50  percent,  but  for  insurance  companies  it  was  only  about 
30  percent.  With  the  exception  of  commercial  and  savings  banks 
and  individuals  and  miscellaneous  lenders,  mortgages  recorded  by  all 
lenders  during  World  War  II  averaged  somewhat  larger  than  those 
recorded  during  World  War  I.  In  the  more  recent  period,  the  largest 
mortgages  were  those  recorded  by  insurance  companies,  but  in  the 
World  War  I  period  these  were  exceeded  in  size  by  loans  of  the  joint- 
stock  land  banks.4 

SOURCE    OF   PURCHASE    CREDIT    SHIFTS 

The  lender  distribution  of  loans  made  to  finance  farm  purchases 
during  and  immediately  after  World  War  II  is  shown  in  figure  9. 

4  For  more  complete  data  for  the  1917-35  period  see  average  size  of  farm- 

MORTGAGE  RECORDINGS  OF  SELECTED    LENDER    GROUPS,    DATA    FOR    UNITED    STATES, 

geographic  divisions,  and  states,  1917-35.  United  States  Bureau  of  Agricul- 
tural Economics.     60  pp.     [Processed.] 


30 


CIRCULAR    812,    U.    S.    DEPARTMENT    OF   AGRICULTURE 


4  0 


1941     1942     1943     1944     1945     1946     1947 

*  DATA  FOR  APPROXIMATELY  1?0  SELECTED  COUNTIES 
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FIGURE  9. — SOURCES  OF  CREDIT  TO   FINANCE  FARM    PURCHASES,   1941-47. 

Individuals  always  have  been  the  chief  source  of  credit  to  finance  farm  purchases 
but  this  has  been  even  more  true  in  recent  years.  Commercial  banks  have 
shown  the  greatest  increase  in  such  loans;  their  proportion  since  1944  has  been 
about  double  that  in  1941.  Insurance  companies  and  the  Federal  agencies,  on 
the  other  hand,  have  become  relatively  less  important  as  sources  of  purchase 
credit. 


This  emphasizes  the. importance  of  individuals  as  sources  of  credit  in 
such  transactions  and  the  growing  importance  of  commercial  banks 
in  this  period.  In  1947  individuals  accounted  for  46  percent  of  all 
such  loans  compared  with  36  percent  in  1941,  and  banks  26  percent 
compared  with  12  percent.  During  the  same  period  the  proportion 
of  such  loans  made  by  insurance  companies  dropped  from  18  to  11 
percent  and  those  made  by  the  Federal  land  banks  and  Federal  Farm 
Mortgage  Corporation  (Land  Bank  Commissioner)  from  14  to  6  per- 
cent. Loans  from  those  classified  as  "others"  were  down  from  20  to 
11  percent.  The  distribution  was  much  the  same  in  1946  as  in  1947. 
The  greater  importance  of  individuals  in  making  loans  to  finance 
farm  purchases  is  readily  explained  by  the  fact  that  most  farms  are 
family-sized  enterprises,  and  they  are  usually  bought  by  one  individual 
from  another,  with  the  seller  often  taking  a  mortgage  as  part  payment. 
Banks  undoubtedly  have  become  more  important  during  this  period 
of  increased  real-estate  activity  because  they  are  a  convenient  source 
of  credit  and  are  able  to  make  loans  with  a  minimum  of  delay.  Fur- 
thermore, they  have  had  on  deposit  large  sums  for  which  they  have 
been  seeking  profitable  investments.  Some  bank  loans  are  later 
refinanced  by  other  lenders  on  a  long-term  basis.  Insurance  com- 
panies, for  instance,  often  refinance  loans  made  originally  by  indi- 
viduals and  banks.  At  a  time  when  many  farms  are  changing  hands, 
however,  insurance  companies  are  likely  to  be  relatively  less  important 
as  a  source  of  purchase  credit  because  they  have  fewer  local  contacts, 
require  a  longer  time  to  make  funds  available,  and  because  they  must 
have  sound  long-term  investments.  In  areas  where  they  already 
have  a  large  part  of  their  loans,  insurance  companies  undoubtedly 
continue  as  an  important  source. 


FARM-MORTGAGE  LOANS  AND  THEIR  DISTRIBUTION,    19  40-4  8        31 

The  Federal  land  banks  and  Federal  Farm  Mortgage  Corporation 
in  recent  years  also  have  participated  to  a  lesser  degree  in  financing 
farm  transfers.  Because  of  their  " normal  value"  concept  of  appraisal, 
they  make  fewer  loans  when  land  values  are  above  normal  values  as 
has  been  the  case  in  recent  years.  Should  land  values  decline,  it  is 
likely  that  the  Federal  land  banks  will  refinance  many  loans  now  being 
made  by  individuals  and  commercial  banks.  Nevertheless,  a  sub- 
stantial proportion  of  the  requests  for  Federal  loans  since  1940  has 
been  for  the  purchase  of  land.  The  primary  purpose  of  loans  made 
by  the  Farmers  Home  Administration,  which  are  included  with 
" others"  in  the  chart,  is  for  buying  farms  or  additional  land;  but  in 
recent  years  the  volume  of  their  new  loans  has  been  reduced  by  legal 
limitations  on  the  size  of  loans,  a  reluctance  to  lend  on  present  high 
land  values,  and  a  reduction  in  loanable  funds. 

Federal  Land  Banks 


As  the  total  unpaid  principal  of  farm  mortgages  and  sales  contracts 
held  by  the  Federal  land  banks  declined  considerably  after  1940, 
particularly  during  1943  and  1944  when  repayments  were  especially 
large,  outstanding  loans  of  these  agencies  totaled  only  889  million 
dollars  on  January  1,  1948,  compared  with  2,010  million  dollars  at 
the  beginning  of  1940,  a  drop  of  56  percent  (table  13).  Because  of 
this  relatively  sharp  decrease,  the  land  banks  held  only  18  percent  of 
all  outstanding  loans  in  1948  instead  of  the  30  percent  which  they 
held  in  1940. 

In  addition  to  regular  mortgages,  which  accounted  for  about  95 
percent  of  all  their  loans  after  1940,  the  Federal  land  banks  held  some 
purchase-money  mortgages  and  sales  contracts  taken  in  connection 
with  the  sale  of  farms  which  they  had  acquired  in  satisfaction  of  mort- 
gage loans.     The  purchase-money  mortgages  were  at  their  peak  in 

Table  13. — Federal  land  banks:  Farm  mortgages  and  sales  contracts 
held,  United  States,  Jan.  1,  194-0-48 


Year 

Regular 
mortgages  * 

Purchase- 
money 
mortgages  2 

Sales  con- 
tracts 2  3 

Total 

1940 

1941 

1942 

1943 

1944 

1945 

1946 

1,000  dollars 
1,  913,  629 
1,  853,  767 
1,  766,  567 
1,  604,  648 
1,  355,  713 
1,  132,  972 
1,021,211 
936,  761 
860,  891 

1,000  dollars 
4  96,  191 
43,  926 
47,  519 
45,  433 
38,  844 
32,  032 
24,  932 
18,  158 
13,  471 

1,000  dollars 
(4) 

59,  491 
66,  698 
68,  159 
58,  329 
44,  672 
32,  809 
21,  829 
14,  571 

1,000  dollars 
2,  009,  820 
1,  957,  184 
1,  880,  784 
1,  718,  240 
1,  452,  886 
1,  209,  676 
1,  078,  952 

1947 

1948 

976,  748 
888,  933 

1  Includes  loans  called  for  foreclosure  and  loans  in  suspense. 

2  Acquired  through  sale  of  real  estate  held. 

3  Includes  small  amount  of  notes  receivable. 

4  Sales  contracts  are  included  with  purchase-money  mortgages. 
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1942  when  they  totaled  nearly  48  million  dollars,  and  the  sales  con- 
tracts in  1943  when  they  amounted  to  68  million  dollars.  Thereafter, 
these  types  of  loans  were  reduced  rapidly,  totaling  only  about  13 
million  and  15  million  dollars,  respectively,  in  1948. 

Geographically,  there  have  been  only  small  changes  since  1940  in 
the  distribution  of  Federal  land  bank  loans.  Throughout  the  period 
a  little  more  than  one-third  of  these  loans  were  on  farms  in  the  West 
Xorth  Central  States  and  another  one-third  was  divided  between  the 
East  Xorth  Central  and  West  South  Central  divisions  (table  14). 
(See  table  31,  p.  52,  for  State  figures.)  Such  changes  as  occurred  in 
these  regions  between  1940  and  1948  were  greatest  in  the  East  Xorth 
Central  division,  where  the  proportion  dropped  from  19.8  to  16.4 
percent,  and  in  the  West  South  Central,  where  it  increased  from  13.9 
to  15.4  percent.  Changes  in  the  geographic  distribution  have  been 
relatively  small  since  the  middle  1930's  when  the  land  banks  expanded 
their  mortgage  holdings  considerably. 


Table  14. — Federal  land  banks:  Percentage  distribution  of  loans  held,  by 
geographic  divisions,  Jan.  1,  1940,  194-5,  and  1948 


Geographic  division 

1940 

1945 

1948 

New  England  _   __                                   _   _ 

Percent 

3.  5 

19.  8 
34.  8 

5.  9 

6.  5 
13.  9 

6.2 

7.  9 

Percent 
1.  8 

4.  4 
18.  3 
35.  8 

5.8 

5.  7 
14.6 

6.3 
7.  3 

Percent 
2.  4 

Middle  Atlantic 

East  Xorth  Central                      __     __ 

5.  2 

16.  4 

West  Xorth  Central     _                                        _   _ 

31.  9 

South  Atlantic 

East  South  Central ____ 

6.  8 

6.  2 

West  South  Central _     

15.  4 

Mountain   _    __ 

7.4 

Pacific  __ _   __          _        

8.  3 

United  States 

100.0 

100.0 

100.0 

Xew  loans  made  by  the  Federal  land  banks,  exclusive  of  purchase- 
money  mortgages  and  sales  contracts,  showed  no  great  change  from 
1940  "through  1944  (table  15).  In  1945  and  1946,  however,  the 
volume  was  up  substantially,  partly  because  of  an  increased  demand 
for  funds  to  buy  farm  real  estate  but  largely  because  of  a  change  in 
the  law  permitting  these  banks  to  lend  up  to  65  percent  of  the  appraised 
normal  value.  Previously  the  limits  had  been  50  percent  on  land  arid 
20  percent  on  insurable  improvements.  At  the  same  time  the  land 
banks  were  authorized  to  take  over  eligible  loans  from  the  Federal 
Farm  Mortgage  Corporation,  and  in  1945  and  again  in  1946  they 
took  over  nearly  40  million  dollars  of  such  loans.  Consequently, 
new  loans  made  by  the  land  banks  rose  to  nearly  129  million  dollars 
in  1946,  or  more  than  twice  the  average  amount  made  during  the 
1940-44  period. 

After  1940,  fewer  and  fewer  farms  were  acquired  by  the  land  banks 
through  foreclosure.  Whereas  their  in  vestment  in  farm  lands  acquired 
in  this  way  during  1940  was  25  million  dollars,  in  1947  it  was  insig- 
nificant (table  15),     Acquirements  by  the  land  banks  were  at  their 
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highest  point  in  1936,  when  the  investment  in  farms  acquired  totaled 
nearly  56  million  dollars.  It  was  high  also  in  1935  and  1939.  The 
amount  realized  in  any  one  year  from  the  disposal  of  farm  real  estate 
was  largest  in  1941  when  it  approximated  54  million  dollars.  Dis- 
posals were  large  also  in  1936  and  1937.  By  1948  nearly  all  of  their 
farms  had  been  sold,  their  investment  in  the  remainder  totaling  onlv 
$171,000  compared  with  $125,800,000  in  1940.  After  1940  the  mort- 
gages and  sales  contracts  acquired  in  connection  with  farm  sales  more 
than  offset  those  extinguished  through  foreclosure. 

Table  15. — Federal  land  banks:  New  loans  made,  real  estate  acquire- 
ments and  disposals,  and  principal  repayments,  United  States,  1940-47 


Year 


Farm  real  estate 


New  loans 
made  ] 


Acquire- 
ments 2 


Disposals 


Principal 
repayments  J 


1940 
1941 
1942 
1943 
1944 
1945 
1946 
1947 


1,000  dollars 

63,  926 

64.  726 
53,  599 
61,232 
69,  418 
91,  889 

128,  572 
137,  282 


1,000  dollars 

25,  244 

19,  434 

14,  193 

6,349 

2,456 

1,091 

364 

132 


1,000  dollars 

41,  828 

53,  814 

45,  831 

28,  509 

12,  079 

5,  758 

1,779 

437 


1,000  dollars 
96,  747 
127,  963 
196,  092 
293,  134 
274,  873 
220,  762 
224,  354 
189,  420 


1  Excludes  purchase-money  mortgages  and  sales  contracts. 

2  Includes  reacquirements. 

Principal  repayments  on  regular  mortgages  of  the  Federal  land 
banks,  including  loans  paid  in  fall  prior  to  maturity,  increased  at  an 
accelerated  rate  after  1940  as  farm  incomes  rose  to  record  levels  (table 
15).  Such  payments  were  largest  in  1943  when  they  were  three  times 
the  1940  total  and  more  than  four  times  the  1935-39  average.  Repay- 
ments were  somewhat  lower  in  1944,  1945,  and  1946,  but  they  still 
continued  at  a  high  level.  In  addition  to  the  regularly  required  prin- 
cipal repayments,  many  borrowers  made  conditional  or  advance  pay- 
ments, which  in  the  future  can  be  used  to  pay  either  principal  or 
interest.  These  were  at  their  highest  point  in  1943  when  almost  20 
million  dollars  of  such  payments  were  received.  Of  the  total  of  all 
advance  payments,  approximately  20  million  dollars  were  still  unused 
on  January  1,  1948. 

Federal  Farm  Mortgage  Corporation 
(Land  Bank   Commissioner) 

Mortgage  holdings  of  the  Federal  Farm  Mortgage  Corporation, 
including  purchase-money  mortgages  and  sales  contracts,  have  de- 
clined even  more  since  1940  than  have  those  of  the  Federal  land 
banks.  At  the  beginning  of  1948  the  Corporation's  outstanding  loans 
totaled  only  107  million  dollars  compared  with  713  million  dollars  in 
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1940,  a  reduction  of  85  percent  (table  16).  Consequently,  its  loans 
accounted  for  only  about  2  percent  of  the  total  debt  in  1948  in  contrast 
to  about  11  percent  in  1940. 

Table  16. — Federal  Farm  Mortgage  Corporation:  Farm  mortgages  and 
sales  contracts  held,  United  States,  Jan.  1,  1940-48 


Year 

Regular 

mortgages  l 

Purchase- 
money 
mortgages  2 

Sales  con- 
tracts 2  3 

Total 

1940 

1,000  dollars 
703,  810 
671,  249 
616,  021 
523,  175 
410,  239 
330,  247 
226,  528 
137,  850 
100,  929 

1,000  dollars 
4  9,  480 

4,  145 

5,  121 
5,  952 
5,  959 
5,252 
4,236 
3,080 
2.356 

1,000  dollars 
(4) 
9,  755 

13,  743 

14,  768 
13.  553 
11,  S08 

8,  601 
5,  691 
3,781 

1,000  dollars 
713,  290 

1941___    

685,  149 

1942__    

634,  885 

1943 

1944 

1945 

1946 

1947 • 

1948 

543,  895 
429,  751 
347,  307 
239,  365 

146,  621 
107,  066 

1  Includes  loans  called  for  foreclosure  and  loans  in  suspense. 

2  Acquired  through  sale  of  real  estate  held. 

3  Includes  small  amount  of  uotes  receivable. 

4  Sales  contracts  are  included  with  purchase-money  mortgages. 

Large  principal  repayments  from  high  wartime  incomes  and  less 
need  for  funds  for  refinancing  were  the  chief  causes  of  this  sharp  drop 
in  outstanding  loans.  Furthermore,  the  need  for  joint  loans  was 
tether  reduced  in  1945  when  the  Federal  land  banks  were  permitted 
higher  loan  limits.  At  the  same  time  the  land  banks  were  authorized 
to  take  over  from  the  Corporation  any  eligible  loans.  All  these  factors 
caused  the  mortgage  holdings  of  the  Corporation  to  decline  more 
rapidly  than  would  otherwise  have  been  the  case.  The  CorporatioD's 
authority  to  make  new  loans  expired  on  July  1,  1947,  although  it  is 
still  permitted  to  renew  existing  loans  or  to  make  loans  in  connection 
with  the  disposal  of  farm  real  estate. 

Most  of  the  farm  mortgages  held  by  the  Federal  Farm  Mortgage 
Corporation  are  regular  mortgages  made  on  its  behalf  by  the  Land 
Bank  Commissioner.  In  addition  to  these,  the  Corporation  also 
holds  a  small  amount  of  purchase-money  mortgages  and  sales  con- 
tracts obtained  in  connection  with  the  sale  of  farm  real  estate  ac- 
quired through  foreclosure.  The  purchase-money  mortgages  were  at 
their  peak  in  1943  and  1944  when  they  totaled  about  6  million  dollars, 
but  by  1948  they  were  only  about  40  percent  of  that  figure.  Sales 
contracts  reached  their  highest  in  1943  when  they  totaled  nearly  15 
million  dollars,  but  by  the  end  of  another  5  years  they  had  dropped 
below  4  million  dollars.  Thus,  taken  together,  purchase-money 
mortgages  and  sales  contracts  held  by  the  Federal  Farm  Mortgage 
Corporation  at  the  beginning  of  1948  were  less  than  one-third  the 
1943  total  and  about  two-thirds  the  1940  total. 

Ever  since  Land  Bank  Commissioner  loans,  which  are  held  by  the 
Federal  Farm  Mortgage  Corporation,  were  first  made  in  1933,  they 
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have  usually  been  made  in  connection  with  Federal  land  bank  loans. 
Thus  their  geographical  distribution  has  been  similar  to  that  of 
Federal  land  bank  loans.  Since  1940  the  regions  accounting  for  the 
largest  proportion  of  such  loans  were  the  West  North  Central,  East 
North  Central,  and  West  South  Central  divisions  (table  17).  (See 
table  32,  p.  54,  for  State  figures.)  The  proportion  accounted  for  by 
the  West  North  Central  States  changed  substantially  between  1940 
and  1948,  dropping  from  one-third  to  approximately  one-fourth.  In 
the  other  two  regions,  the  trend  was  somewhat  similar  to  that  for 
land-bank  loans,  with  the  proportion  declining  in  the  East  North 
Central  region  and  increasing  in  the  West  South  Central.  Elsewhere 
there  was  some  increase  in  the  proportion  accounted  for  by  each 
region,  making  for  a  somewhat  evener  distribution  in  1948  than  in 
1940. 

Table  17.- — Federal  Farm  Mortgage  Corporation:  Percentage  distribu- 
tion of  loans  held,  by  geographic  divisions,  Jan.  1,  1940,  1945,  and 
1948 


Geographic  division 

1940 

1945 

1948 

New  England 

Percent 

2.  0 

3.  6 
20.4 
33.  6 

8.  9 
5.  9 
10.  4 
6.4 
8.8 

Percent 

2.  9 

5.0 

17.0 

31.  6 

9.9 

5.3 

12.5 

7.  0 

8.8 

Percent 
3.  7 

Middle  Atlantic 

6.  6 

East  North  Central 

14.  3 

West  North  Central 

24.  7 

South  Atlantic 

12.  1 

East  South  Central 

6.  1 

West  South  Central 

13.  1 

Mountain. 

8.  5 

Pacific 

10.  9 

United  States 

100.0 

100.0 

100.  0 

New  loans  made  by  the  Land  Bank  Commissioner  on  behalf  of  the 
Federal  Farm  Mortgage  Corporation  after  1940  were  at  a  level  some- 
what above  the  1937-39  average.  Like  the  Federal  land  banks,  how- 
ever, its  new  loans  were  down  noticeably  in  1942,  the  first  year  of  high 
wartime  incomes  and  land  values  (table  18).  Unlike  the  land  banks, 
the  volume  of  its  new  loans  was  smaller  after  1944,  the  drop  being 
especially  sharp  in  1946.  This  decline  reflects  changes  in  legislation 
which  reduced  the  need  for  such  loans  and  to  which  reference  has 
already  been  made.  Expiration  on  July  1,  1947,  of  the  Commissioner's 
authority  to  make  new  loans  on  behalf  of  the  Corporation  was  a 
further  factor  in  1947. 

The  Federal  Farm  Mortgage  Corporation  acquired  through  fore- 
closure, and  later  disposed  of,  a  considerable  number  of  farms,  many 
of  which  were  subject  to  a  prior  Federal  land  bank  loan.  Acquire- 
ments and  disposals  reached  a  peak  in  1939  when  the  investment 
represented  by  the  former  totaled  about  34  million  dollars,  including 
prior  liens,  and  by  the  latter  approximately  29  million  dollars.  There- 
after, both  acquirements  and  disposals  declined  in  nearly  every  year, 
with  disposals  consistently  exceeding  acquisitions  (table  18).     In  1947 
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the  farms  acquired  by  the  Corporation  had  a  book  value  of  only 
$148,000,  while  those  sold  in  that  year  represented  an  investment  of 
$669,000.  At  the  beginning  of  1948,  the  Corporation's  investment  in 
farm  real  estate,  including  prior  liens,  totaled  only  $269,000. 

Table  18.— Federal  Farm  Mortgage  Corporation:  New  loans  made, 
real  estate  acquirements  and  disposals,  and  principal  repayments, 
United  States,  19A0-A7 


New  loans 
made  :  2 

Farm  real  estate  3 

Principal 
repayments 2 

Year 

AnZr:      I     *•— 

1940 

1941 

1942 

1943 

1944    _ 

1,000  dollars 

36.  391 

37,  308 
28,  242 
30,  077 
34,  469 
28,  692 
14,  611 
10.  345 

1,000  dollars 
19.  090 

16,  481 

17,  432 
11,242 

4,501 

1,741 

898 

148 

1,000  dollars 

27,  236 

25,  881 

21,  136 

18,  575 

11,045 

5,696 

2,242 

669 

1,000  dollars 
61,  042 
76,  221 
105,  964 
132,  812 
107,  749 
127,  116 

1945 

1946 

1947 

100,  788 
45,  572 

1  Loans  were  made  on  Corporation's  behalf  by  Land  Bank  Commissioner. 

2  Excludes  purchase-money  mortgages  and  sales  contracts. 

3  Includes  prior  liens. 

4  Includes  reacquirements. 

Principal  repayments  on  regular  loans  held  by  the  Federal  Farm 
Mortgage  Corporation  increased  in  every  year  from  the  time  of  its 
organization  until  1943,  with  the  exception  of  1940.  At  the  highest 
point  in  1943,  repayments  totaled  nearly  133  million  dollars,  or  more 
than  twice  the  amount  repaid  in  1940  (table  18).  After  declining 
noticeably  in  1944,  the  amount  reported  as  repaid  was  up  again  in 
1945,  although  largely  because  of  the  loans  taken  over  by  the  Federal 
land  banks.  Repayments  were  lower  again  in  1946,  but  they  re- 
mained relatively  high  as  farm  incomes  continued  favorable  and  more 
loans  were  transferred  to  the  land  banks.  Conditional  or  advance 
payments  to  the  Corporation,  in  addition  to  the  regularly  required 
principal  repayments,  totaled  a  little  more  than  5  million  dollars  at 
then  peak  in  1943.  The  unused  balance  of  such  payments  amounted 
to  a  little  more  than  1  million  dollars  at  the  beginning  of  1948. 

Joint-Stock  Land  Banks 

Outstanding  loans  of  the  joint-stock  land  banks,  which  have  been 
in  liquidation  since  May  12.  1933,  were  further  reduced  after  1940 
(table  19).  By  January  1,  1948,  their  loans  totaled  onlv  $645,000 
compared  with  $91,726,000  in  1940  and  $474,954,000  in  1933.  At  the 
peak  in  1928,  then  loans  amounted  to  $669,798,000,  exclusive  of  pur- 
chase-money mortgages  and  sales  contracts.     Since  1933  these  banks 
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have  had  no  authority  to  make  loans  other  than  those  necessary  and 
incidental  to  an  orderly  liquidation. 

Like  other  lenders,  the  joint-stock  land  banks  acquired  considerable 
farm  real  estate  during  the  1930's,  which  they  sold  later.  Although 
data  are  not  available  as  to  their  acquirements  and  sales,  some  indica- 
tion of  the  liquidation  that  has  taken  place  in  then  real-estate  account 
is  found  in  the  fact  that  the  book  value  totaled  onlv  $154,000  at  the 
beginning  of  1948,  whereas  it  had  been  $46,827,000  in  1940  and 
$85,740,000  in  1934.  In  disposing  of  this  real  estate,  they  acquired  a 
considerable  amount  of  purchase-monev  mortgages  and  sales  con- 
tracts. In  1940,  $26,007,000  out  of  a  total  of  $91,726,000  then  out- 
standing were  in  such  loans;  in  1948,  $642,000  out  of  S645,000. 
Purchase-money  mortgages  and  sales  contracts  held  by  these  banks 
were  at  their  peak  in  1937  and  1938  when  the  total  exceeded  29  million 
dollars.  The  later  decline  of  these  loans  was  less  rapid  than  in  the 
case  of  regular  loans,  which  could  no  longer  be  made,  and  after  1943 
they  made  up  a  very  considerable  part  of  the  total  loans  held  by  this 
lender  group. 

Table  19 .  —Joint-stock  land  banks:  Farm  mortgages  and  sales  contracts 
held,  United  States,  Jan.  1,  1940-48 


Year 


Regular 

mortgages 


Purchase- 
money  mort- 
gages and 
sales  con- 
tracts : 


Total 


1940 
1941 
1942 
1943 
1944 
1945 
1946 
1947 
1948 


1,000  dollars 

1,000  dollars 

1,000  dollars 

65,  719 

26,  007 

91,  726 

48,  766 

24,  689 

73,  455 

33,  441 

22,  478 

55,  919 

21,088 

15,  927 

37,  015 

3,  100 

6,997 

10,  097 

1,035 

4,420 

5,  455 

371 

2,837 

3,208 

108 

1,  533 

1,  641 

3 

642 

645 

1  Acquired  through  sale  of  real  estate  held. 


In  1940  the  loans  of  the  joint-stock  land  banks  were  still  fairly  well 
distributed  geographically  even  though  about  half  of  them  were  in 
the  North  Central  divisions  (table  20).  (See  table  33,  p.  56,  for 
State  figures.)  By  1945,  however,  all  such  loans  outstanding  in  the 
Middle  Atlantic,  South  Atlantic,  and  East  South  Central  States  had 
been  liquidated.  The  proportion  accounted  for  by  the  East  Xorth 
Central  region  was  also  down  noticeably  while  that  of  the  West  North 
Central  division  was  up  considerably.  In  1948  the  remaining  loans 
were  concentrated  almost  entirely  in  the  North  Central  divisions. 
The  joint-stock  land  banks  never  made  any  loans  in  the  New  England 
States. 
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Table  20.- — Joint-stock  land  banks:  Percentage  distribution  oj  loans 
held,  by  geographic  divisions,  Jan.  1,  1940,  194-5,  and  1948 


Geographic  division 

■ 

1940 

1945 

1948 

Xew  England     _   _ 

Percent 

0 

7.4 
30.  8 
20.3 
14.  1 

2.8 
17.8 

4.2 

2.  6 

Percent 

0 

0 

13.  8 
65.  3 

0 

0 
16.7  | 

0) 

4.  2 

Percent 
0 

Middle  Atlantic           _   _   _ 

0 

East  Xorth  Central 

West  Xorth  Central  _ 

50.  1 

44.  8 

South  Atlantic     _ 

0 

East  South  Central 

0 

West  South  Central   _  _ 

5.  1 

Mountain 

Pacific 

0) 

0 

United  States  _                                    _   _ 

100.0 

100.  0 

100.  0 

1  Less  than  0.05  percent. 

Farmers  Home  Admikistration 

The  Farmers  Home  Administration  (formerly  Farm  Security  Admin- 
istration) had  its  beginning  in  the  middle  1930's.5  Farm  real  estate 
loans  to  individual  farmers,  however,  were  not  provided  for  until 
1937  and  the  first  tenant  -purchase  loans  were  made  in  1938.6  Later, 
loans  were  made  for  other  purposes,  and  by  1948  its  outstanding  real 
estate  mortgages  totaled  195  million  dollars  (table  21).  This  compares 
with  about  157  milhon  dollars  at  the  beginning  of  1943  and  not  quite  32 
million  dollars  in  1940. 

The  amount  of  loans  made  by  the  Farmers  Home  Administration 
has  varied  from  year  to  year  as  indicated  by  the  following  amounts  of 
funds  obligated  or  advanced  for  that  purpose: 


Year: 

1940_. 
1941_. 
1942_. 
1943-. 


Amount 
(1,000  dollars) 

39,  060 

59,  598 

34,  910 

.       32,  914 


Amount 
Year:  (1,000  dollars) 

1944 i  37,  351 

1945 16,861 

1946 46,721 

1947 27,525 

1  Includes  some  loans  for  which  funds  were  advanced  in  1943. 

The  amount  was  largest  in  1941  when  nearly  60  million  dollars  were 
obligated.  During  1942-44  the  total  averaged  about  35  milhon 
dollars,  but  in  1945  it  dropped  to  less  than  half  that  amount.  Total 
loans  were  up  sharply  in  1946  but  the  total  was  noticeably  smaller 
again  in  1947.  The  size  of  annual  appropriations  for  loan  purposes, 
limitations  on  size  of  loans,  and  reluctance  to  lend  extensively  on 
inflated  land  values  have  been  factors  in  the  rise  and  fall  of  the  loan 
volume. 

5  For  a  discussion  of  the  legislation  creating  the  Farmers  Home  Administration, 
see  article  entitled  farmers  home  admixistratiox  act  of  1946,  by  Harald  C. 
Larsex  and  Rot  J.  Burroughs.  U.  S.  Bur.  Agr.  Econ.  Agr.  Finance  Review, 
vol.  9,  pp.  27-36.     Nov.  1946.     [Processed.l 

6  The  Farmers  Home  Administration  recently  revised  its  data  on  outstanding 
real-estate  loans  to  exclude  loans  for  "construction  of  farmstead  improvements" 
and  "flood  and  windstorm  restoration."  Such  loans  are  now  classified  as  non- 
real-estate  loans. 
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Table  21. — Farmers    Home    Administration:    Farm    mortgages    held, 
United  States,  Jan.  1,  1940-4-8  1 


Year 


Tenant- 
purchase  Farm  Projeet 
and  farm       development     liquidation 

enlargement  2 


Total 


1,000  dollars     1.000  dollars 

1910 31,927'  (3) 

1941 65.294  (3) 

1942 112,535;  1,998 

1943 __i  151,100  i  6.363 

1944 164,302  7,461 

1945 169,490  6,912 

1946 155.351)  5.987 

1947 162,399  1  4  5.  260 

1948 170,166  1  io,  244 


1,000  dollars 


(3) 

16,  975 

20,  523 

21,  641 

19.  659 


1.000  dollars 
31,  927 
65.  294 
114,  533 
157,  463 
171,  763 
193,  377 
181,  861 
189.  300 
195.  069 


1  Data  also  include  loans  from  State  Corporation  trust  funds. 

2  Farm-enlargement  loans  included  beginning  1944. 

3  Data  not  available. 

4  Also  includes  some  tenant-purchase  and  farm-enlargement  loans  made  from 
State  Corporation  trust  funds,  for  which  separate  data  are  not  available. 

The  Farmers  Horne  Administration  makes  several  types  of  farm  real 
estate  or  "farm-ownership  v  loans  of  which  the  tenant -pur  chase  and 
farm-enlargement  loans  are  the  most  important.  These  loans  make  it 
possible  for  qualifying  tenants  or  farmers  operating  uneconomic 
units,  who  cannot  obtain  credit  at  reasonable  terms  elsewhere,  to 
become  owners  or  to  enlarge  their  farms.  The  volume  of  tenant- 
purchase  loans  expanded  rapidly  from  their  inception  in  1938  until 
1943.  During  1943  and  1944  the  net  increase  was  smaller,  even  though 
the  program  had  been  expanded  to  permit  loans  for  enlarging  farms, 
and  in  1945  the  outstanding  total  actually  declined.  Larger  repay- 
ments in  those  years  and  a  sharp  drop  in  new  loans  in  1945  were  fac- 
tors in  this  change  of  pace.  Since  then,  a  net  annual  increase  of  about 
5  percent  has  been  reported,  and  on  January  1,  1948,  the  total  reached 
an  all-time  peak  of  170  million  dollars.  This  compares  with  a  previous 
high  of  169  million  dollars  in  1945,  and  a  total  of  32  million  dollars  at 
the  beginning  of  1940. 

Farm-development  loans,  which  assist  owner-operators  who  lack 
other  credit  sources  to  make  necessary  improvements,  were  first  made 
in  1940.  They  reached  their  highest  beginning-of-the-year  total  in 
1944  when  they  amounted  to  about  7.5  million  dollars.  After  1944 
the  total  declined,  and  in  1947  and  1948  it  was  little  more  than  5 
million  dollars.  Loans  to  individual  farmers,  permitting  them  to 
buy  farm  units  that  were  formerly  included  in  Government-sponsored 
resettlement  projects,  were  first  made  in  1943.  By  1945  their  sum  was 
nearly  17  million  dollars,  and  at  the  beginning  of  1946  they  totaled 
more  than  20  million  dollars.  Since  that  time  the  amount  outstanding 
has  changed  little,  increasing  some  during  1946  and  declining  about 
10  percent  during  1947. 

The  geographic  distribution  of  the  loans  held  by  the  Farmers  Home 
Administration  has  been  governed  to  a  large  extent  by  the  purpose  for 
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which  the  funds  were  provided.  Because  most  of  its  loans  have  been  to 
tenants  to  finance  the  purchase  of  farms,  they  have  been  concentrated 
chiefly  in  areas  with  a  high  proportion  of  farm  tenancy,  that  is,  in 
the  South.  Since  1940  more  than  60  percent  of  its  outstanding  loans 
have  been  on  farms  in  the  three  southern  areas  (table  22).  (See  table 
34,  p.  58,  for  State  figures.)  The  only  other  areas  accounting  for  any 
significant  percentage  were  the  North  Central  divisions.  In  general, 
the  year-to-year  changes  in  the  distribution  have  not  been  large. 

The  Farmers  Home  Administration  has  acquired  few  farms  through 
foreclosure  in  the  course  of  its  lending  activities.  This  undoubtedly 
can  be  attributed  to  its  variable  payment  plan,  its  close  supervision 
of  farm  operations,  and  the  fact  that  it  has  operated  during  a  period 
of  increasing  farm  earnings.  Such  land  as  it  held  in  resettlement 
projects  is  now  being  liquidated.  It  holds  few  loans  specifically  desig- 
nated as  purchase-money  mortgages  or  sales  contracts. 

Table  22. — Farmers  Home  Administration:  Percentage  distribution  of 
farm  mortgages  held,  by  geographic  divisions,  Jan.  1,1940, 194-5, and  1948 


Geographic  division 

1940 

1945 

1948 

New  England 

Middle  Atlantic           _   _   _     _         __ 

Percent 

0.3 

1.  9 

10.  6 

16.9 

21.  2 

21.  1 

23.8 

2.3 

1.9 

Percent 
0.5 
2.7 
11.6 

18.  1 

19.  6 
18.3 
23.4 

3.4 
2.4 

Percent 
1.  1 
4.  0 

East  North  Central                _   _         _   _     _   _ 

9.  6 

West  North  Central     __     __     ____ 

15.8 

South  Atlantic 

East  South  Central           _     _           _     __ 

17.3 

17.  8 

West  South  Central      _      _                _     _   _      _ 

26.  3 

Mountain     _ 

5.7 

Pacific                          __              _____ 

2.  4 

United  States     __ 

100.0 

100.0 

100.  0 

Life  Insurance  Companies 


Life  insurance  companies,  as  a  group,  have  been  the  most  important 
of  the  private  agencies  lending  on  farm  real  estate.  Since  1945  they 
have  held  approximately  19  percent  of  all  farm-mortgage  loans  out- 
standing, and  since  1940  not  less  than  15  percent.  But  in  recent 
years  their  outstanding  loans  have  been  only  half  or  less  of  the  peak 
amounts  held  in  the  late  1920's.  Their  total  loans  showed  some 
increase  during  1940-42,  when  they  were  exchanging  considerable 
farm  real  estate  for  purchase-money  mortgages  and  sales  contracts 
(table  23).  This  brought  their  loans  again  above  the  billion-dollar 
mark,  but  because  of  heavy  principal  repayments  they  were  down  to 
884  million  dollars  by  January  1,  1946,  the  lowest  total  since  1916. 
As  a  result  of  substantial  gains  in  new  loans,  increases  were  reported 
for  both  1947  and  1948.  Kegular  mortgages,  which  make  up  the 
largest  part  of  all  insurance-company  loans,  increased  sharply  during 
1947  after  changing  little  during  1945  and  1946.  Other  mortgage 
holdings  declined  about  one-fourth  during  1947. 
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Table    23. — Life    insurance    companies:  Farm    mortgages    and   sales 
contracts  held,  United  States,  Jan.  1,  194-0-4-8 


Year 

Regular 
mortgages 

Purchase- 
money 
mortgages  1 

Sales 
contracts  ]  2 

Total 

1940   _        _   .__ 

1,000  dollars 
3  883,  414 
3  890,  516 
756,  518 
713,  539 
641,  221 
582,  840 
561,  704 
578,  555 
707,  280 

1,000  dollars 

(3) 

(3) 
150,  623 
177,  902 
198,  972 
216,  168 
204,  115 
210,  238 
157,  594 

1,000  dollars 

100,  876 
125,  963 
156,  025 
151,498 
146,  468 
134,  715 
118,493 

101,  368 
71,  856 

1,000  dollars 
984,  290 

1941 

1,  016,  479 

1942 __ 

1,  063,  166 

1943   

1,  042,  939 

1944 __ 

986,  661 

1945__. 

933,  723 

1946___   _ 

884,  312 

1947. _. 

890,  161 

1948 

936,  730 

1  Acquired  through  sale  of  farm  real  estate  held. 

2  Data  for  1940-44  represent  book  value;  those  for  1945-48,  unpaid  principal. 

3  Purchase-money  mortgages  are  included  with  regular  mortgages. 

Because  of  their  considerable  investment  in  farm  mortgages,  life- 
insurance  companies  acquired  many  farms  through  foreclosure  during 
the  1930's.  Most  of  these  properties  were  disposed  of  after  1940,  re- 
sulting in  the  acquisition  of  a  considerable  amount  of  purchase-money 
mortgages  and  sales  contracts.  Purchase-money  mortgages  reached 
about  151  million  dollars  at  the  beginning  of  1942,  the  first  year  for 
which  separate  data  are  available.  During  the  next  few  years  they 
increased  noticeably,  and  from  1945  to  1947  they  totaled  more  than 
200  million  dollars.  By  1948,  however,  they  had  dropped  to  about 
158  million  dollars.  Sales  contracts  reached  their  highest  point  in 
1942  when  the  book  value  was  156  million  dollars.  Since  then,  the 
total  has  declined  in  every  year,  and  at  the  beginning  of  1948  it  was 
not  quite  72  million  dollars,  which  is  considerably  below  the  1940 
total.  Considered  together,  purchase-money  mortgages  and  sales 
contracts  showed  the  largest  aggregate  total  in  1945,  when  they 
reached  351  million  dollars  and  constituted  more  than  one-third  of  all 
farm-mortgage  loans  held  by  life  insurance  companies. 

New  loans  made  by  life  insurance  companies  have  continued  at  a 
relatively  high  level  since  1940,  as  indicated  by  the  following  estimates 
of  farm  mortgages  recorded  by  all  insurance  companies. 


Year: 

1940 

Amount 
(1,000  dollars) 

1 45.  483 

Year: 

1944 

1945 

1946 

1947 

Amount 
(1,000  dollars) 

160,  688 

1941 160,395 

145,  121 

1942     __     ___          __           154,497 

199,752 

230.751 

1943 167.  038 

Note:  Figures  exclude  mortgages  recorded  in  New  England  States,  which  are 
too  few  to  classify  separately  and  are  included  with  miscellaneous  lenders. 

The  volume  has  been  considerably  below  that  reported  during  the 
1920's  when  it  never  dropped  below  200  million  dollars.  The  amount 
of  mortgages  recorded  by  insurance  companies  during  1947,  neverthe- 
less, was  greater  than  for  any  year  since  1927.    Mortgages  recorded 
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by  insurance  companies  in  recent  years,  on  the  average,  have  been 
written  for  longer  terms  and  have  required  less  frequent  renewals, 
which  accounts  for  some  of  the  difference  in  volume  between  the  two 
periods. 

The  regional  distribution  of  insurance-company  loans  changed 
some  between  1940  and  1948.  The  proportion  accounted  for  by  the 
North  Central  divisions  declined  and  that  by  the  West  South  Central, 
Mountain,  and  Pacific  regions  increased  (table  24).  (See  table  35,  p. 
60,  for  State  figures.)  The  West  North  Central  region,  however,  ac- 
counted for  a  substantially  larger  part  of  the  total  in  1945  than  in 
1940,  although  by  1948  its  share  had  dropped  below  that  for  1940.  It 
was  in  this  region  that  insurance  companies  acquired  much  farm  real 
estate  during  the  1930 's.  The  disposal  of  a  considerable  part  of  this 
after  1940  largely  accounts  for  the  higher  proportion  in  1945.  Out- 
side of  the  North  Central  divisions,  the  West  South  Central  division 
was  the  only  region  with  more  than  10  percent  of  all  life  insurance 
company  loans. 

Table  24. — Life  insurance  companies:  Percentage  distribution  of  farm 
real  estate  loans  held,  by  geographic  divisions,  Jan.  1,  19JfO,  19^5, 
and  1948 


Geographic  division 

1940 

1945 

1948 

New  England           _   _ 

Percent 

0) 

0.  1 

22.3 

48.9 

1.3.4 

P'5.5 

13.  7 

2.2 

3.9 

Percent 

0) 

0.3 

19.  1 

55.3 

2.4 

4.7 

12.  5 

2.3 

3.4 

Percent 
0.  1 

Middle  Atlantic  _ 

1.  1 

East  North  Central 

17.  3 

West  North  Central 

45.  9 

South  Atlantic  _ 

3.  1 

East  South  Central 

5.  1 

West  South  Central                    _ 

16.  1 

Mountain  _   _                                            _ 

5.4 

Pacific               _   _ 

5.  9 

United  States 

100.0 

100.0 

100.  0 

1  Less  than  0.05  percent. 

Data  on  the  amount  of  farm  real  estate  acquired  and  disposed  of  by 
insurance  companies  are  not  available.  That  it  was  considerable  is 
indicated  by  the  fact  that  in  1937  life  insurance  companies  held  farms 
with  a  book  value  of  634  million  dollars  and  in  1940  of  about  600 
million  dollars.  But  by  1948  these  holdings  had  been  reduced  to  less 
than  14  million  dollars.  In  spite  of  this  sharp  reduction,  these  com- 
panies continue  to  be  the  largest  holder  of  farm  real  estate  of  all 
lender  groups. 

Commercial  Banks 

Commercial  banks  have  continued  to  hold  a  noteworthy  amount  of 
farm  mortgages,  although  their  holdings  since  1940  have  been  much 
smaller  than  during  and  immediately  after  World  War  I.  Insured 
commercial  banks,  which  since  1940  have  constituted  close  to  95 
percent  of  all  commercial  banks,  held  between  8  and  9  percent  of  all 
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outstanding  farm  mortgages  until  1945.  In  1945  and  thereafter  then 
holdings  increased  substantially,  and  at  the  beginning  of  1948  they 
accounted  for  about  16  percent  of  all  such  loans.  On  January  1,  1948, 
their  loans  totaled  793  million  dollars  compared  with  about  450 
million  dollars  in  1944  and  1945  and  534  million  dollars  in  1940  (table 
25). 

In  the  1940-42  period  farm-mortgage  recordings  by  all  commercial 
and  savings  banks  fluctuated  around  the  200-million-dollar  level  or 
at  about  the  same  level  as  during  the  late  1930's.  Thereafter,  they 
increased  in  each  year  until  1946,  when  they  totaled  522  million  dollars 
or  more  than  twice  the  total  for  any  year  from  1940  to  1944  (table  25). 
Moreover,  this  new  peak  exceeded  the  amount  recorded  by  banks  in 
any  other  year  since  1923.  Recordings  by  .banks  also  continued  high 
in  1947  when  they  reached  487  million  dollars. 

Table  25. — Commercial   banks:  Farm   mortgages   recorded   and   held, 

United  States,  1940-48 


Year 

Mortgages 
recorded  ! 

Mortgages 
held,  Jan.  1  2 

1940 

1,000  dollars 
219,  835 

1,000  dollars 
534.  170 

1941    

221,  310               543,  408 

1942 

191,  023               535,  212 

1943 

233,  074  i           476,  676 

1944 

255,  343  I           448,  433 

1945__    _ _____    _          __        

312,  780  !           449,  582 

1946 

521,  872               507.  298 

1947 

487,  092 

683,  229 

1948 

793,  476 

'  Also  includes  mortgages  recorded  by  savings  banks. 

2  Includes  only  mortgages  held  by  insured  commercial  banks. 

Data  are  not  available  on  the  amount  of  purchase-money  mortgages 
and  sales  contracts  held  by  commercial  banks,  although  for  recent 
years  it  is  believed  to  be  small.  As  far  as  known,  purchase-money 
mortgages  are  reported  along  with  regular  mortgages.  In  the  case  of 
sales  contracts,  supervisory  authorities  usually  require  that  they  con- 
tinue to  be  carried  as  real  estate.  At  the  beginning  of  1940,  insured 
commercial  banks  held  42  million  dollars  in  farm  real  estate,  but  by 
the  middle  of  1942,  the  latest  date  for  which  figures  are  available,  this 
amount  had  been  reduced  more  than  one-half. 

The  figures  available  for  insured  commercial  banks  are  based  on  the 
location  of  the  bank  rather  than  on  the  location  of  the  farm  that  secures  the 
mortgage.  Therefore,  the  regional  distribution  shown  in  table  26  and 
the  State  figures  in  table  36,  page  62,  are  not  strictly  comparable  with 
those  shown  for  other  lenders.  But  generally  speaking,  most  farm- 
mortgage  loans  made  by  banks  are  on  farms  located  in  the  same  State 
in  which  the  bank  is  located.  Since  1940,  insured  commercial  banks 
in  the  North  Central  and  Pacific  regions  have  held  the  largest  pro- 
portion of  all  farm  mortgages  held  by  banks  (table  26).  Between  1940 
and  1945,  the  proportion  accounted  for  by  banks  in  the  North  Central 
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divisions  increased  somewhat,  whereas  in  the  Pacific  States  it  dropped 
sharply.  In  1948,  the  banks  in  the  West  North  Central  region  held 
a  substantially  smaller  percentage  of  the  total  than  in  1945  and  even 
smaller  than  in  1940. 


Table  26. — Insured  commercial  banks:  Percentage  distribution  oj  jarm 
mortgages  held,  by  geographic  divisions  {based  on.  location  oj  bank), 
Jan.  1, 1940, 1945,  and  1948  l 


Geographic  division 

1940 

1945 

1948 

New  England. _  _   __                           . 

Percent 
2.4 
8.5 
23.  1 

19.  5 
10.  3 

8.9 
4.7 
1.  9 

20.  7 

Percent 

2.5 

8.3 

27.4 

21.  4 

11.2 

9.5 

5.3 

2.  1 

12.  3 

Percent 
2.  5 

Middle  Atlantic           _                _ 

9.  1 

East  North  Central.  _     _ 

26.  6 

West  North  Central.   _   _ 

16.  6 

South  Atlantic. ._ 

12.  5 

East  South  Central.  _           

11.  0 

West  South  Central __ 

6.  9 

Mountain 

Pacific 

3.3 
11.  5 

United  States  _ 

100.0 

100.  0 

100.  0 

1  Not  strictly  comparable  with  distributions  for  other  lender  groups,  which  are 
based  on  location  of  mortgaged  farms. 

In  addition  to  commercial  banks,  a  fairly  large  number  of  mutual 
savings  banks  have  investments  in  farm  mortgages.  Except  for  1948, 
separate  data  are  not  available  on  the  mortgages  held  by  all  such 
banks,  but  their  holdings,  as  well  as  those  of  noninsured  commercial 
banks,  are  included  with  the  loans  of  miscellaneous  lenders.  At  the 
beginning  of  1948  all  active  mutual  savings  banks  held  nearly  28  mil- 
lion dollars  of  farm  mortgages,  of  which  20  million  dollars  were  in 
insured  banks. 

Other  Lenders  7 

A  considerable  amount  of  farm  mortgages  is  held  by  lenders  other 
than  the  more  important  institutional  lenders.  These  other  lenders 
consist  mainly  of  two  groups — individuals  and  miscellaneous  lenders. 
Individuals  are  by  far  the  more  important  of  the  two,  mainly  because, 
as  has  been  explained  in  a  previous  section,  farms  are  so  often  sold  by 
one  individual  to  another  with  the  seller  taking  a  mortgage  as  part 
payment.  The  miscellaneous  group  is  made  up  of  many  types  of 
lenders,  chiefly  mortgage  and  investment  companies;  State  and  local 
governmental  agencies ;  organizations  lending  primarily  on  urban  real 
estate  or  for  production  purposes;  religious,  educational,  and  fraternal 
organizations;  and  merchants  and  dealers.     The  mortgages  held  by 

7  Because  this  is  a  residual  group,  the  regional  figures  shown  are  influenced 
somewhat  by  the  fact  that  bank  loans  have  been  classified  according  to  location  of 
bank  rather  than  location  of  mortgaged  farm.  But  the  resulting  differences  are 
believed  to  be  small. 
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miscellaneous  lenders  also  include  the  farm  real  estate  loans  of  mutual 
savings  banks,  noninsured  commercial  banks,  and  closed  banks,  as 
the  figures  shown  previously  for  banks  include  only  mortgages  held 
by  active,  insured  commercial  banks. 

From  1940  to  1943,  individuals  and  miscellaneous  lenders  accounted 
for  one-third  of  all  outstanding  farm-mortgage  loans.  Thereafter,  the 
proportion  increased  steadily  and  in  1948  they  held  two-fifths  of  all 
such  loans.  Nevertheless,  they  were  relatively  less  important  then 
than  they  were  during  World  War  I,  when  the  proportion  averaged 
about  two-thirds.  Although  they  increased  in  relation  to  the  total 
debt  after  1940,  the  amount  of  their  outstanding  loans  was  declining, 
dropping  from  2,221  million  dollars  in  1940  to  1,787  million  dollars  at 
the  beginning  of  1946  (table  27).  During  1946  and  1947  the  loans  held 
by  this  group  increased  again,  and  on  January  1,  1948,  they  totaled 
1,960  million  dollars.  Separate  data  on  purchase-money  mortgages 
and  sales  contracts  are  not  available,  but  they  are  included  in  the  over- 
all totals  shown. 

Farm  mortgages  recorded  by  individuals  and  miscellaneous  lenders 
increased  in  each  year  from  1940  through  1946  as  the  number  of  farm 
transfers  mounted  and  farm  real  estate  values  rose  (table  27).  The 
dollar  volume  was  particularly  large  after  1942,  and  in  1946  it  reached 
a  level  more  than  double  that  of  1940.  Although  somewhat  lower  in 
1947,  it  still  remained  high. 

As  in  the  case  of  most  other  lender  groups,  the  loans  held  by  in- 
dividuals and  miscellaneous  lenders  are  somewhat  more  concentrated 
in  the  North  Central  divisions  than  elsewhere.  In  1948  this  area 
accounted  for  about  40  percent  of  all  their  loans,  and  in  1940  for  a 
little  more  than  50  percent  (table  28).  Since  1940  the  proportion  of 
their  loans  on  farms  in  the  East  North  Central  region  has  changed 
little,  whereas  in  the  West  North  Central  region  the  proportion  is  down 
approximately  one-third.  The  Middle  Atlantic  States  also  have 
shown  little  change,  but  the  Pacific  region,  which  also  had  about  10 
percent  of  all  loans  in  1940,  increased  its  proportion  by  one-half.  The 
South  Atlantic  division  also  showed  a  decided  increase. 

Table  27. — Individuals  and  miscellaneous  lenders:  Farm  mortgages 
recorded  and  held,  United  States,  1940-48 


Year 

Mortgages 
recorded 

Mortgages 
held,  Jan.  1 

1940__     _                    _   _   _      ___ 

1,000  dollars 
267,  767 
290,  659 
300,  542 
391,  468 
413,  705 
459,  087 
574,  680 
547,  145 

1,000  dollars 
2,  221,  176 

1941 

2,  150,  466 

1942 

2,  087,  778 

1943.    _       _   __ 

1,  974,  747 

1944 

1,  889,  489 

1945 __              _      

1,  793,  822 

1946 

1,  786,  724 

1947 

1,  889,  655 

1948 

1,  959,  825 

46 


CIRCULAR    812,    U.    S.    DEPARTMENT    OF   AGRICULTURE 


Table  28. — Individuals  and  miscellaneous  lenders:  Percentage  distri- 
bution of  farm  mortgages  held,  by  geographic  divisions,  Jan.  1,  1940, 
1945,  and  1948 


Geographic  division 

1940 

1945 

1948 

New  England             _ 

Percent 

4.2 

10.0 

22.9 

28.  2 

5.2 

4.5 

7.8 

6.8 

10.4 

Percent 

3.9 

10.0 

23.  2 

22.  3 

6.7 

4.  9 

8.  1 

6.9 

14.  0 

Percent 
3.  3 

Middle  Atlantic  _                                        ___   _ 

9.  2 

East  North  Central                  _____ 

21.  5 

West  North  Central _   _ 

17.  8 

South  Atlantic.   _                                          _        _ 

10.  1 

East  South  Central         _           _____ 

5.  7 

West  South  Central 

Mountain 

Pacific 

9.2 

8.  1 
15.  1 

United  States.                 _            _   _ 

100.  0 

100.0 

100.  0 

SOURCES  AND  METHODS 

The  farm-mortgage  data  used  in  this  publication  have  come  from 
several  sources.  The  estimates  of  debt  for  census  years  were  made 
jointly  by  the  Bureau  of  the  Census  and  the  Bureau  of  Agricultural 
Economics  from  (1)  data  collected  in  the  various  censuses  of  agri- 
culture, and  (2)  replies  to  mailed  questionnaires.  Estimates  for 
intercensal  years  were  developed  by  the  Bureau  of  Agricultural 
Economics  from  (3)  data  published  hi  official  reports  of  the  institu- 
tional lenders,  and  (4)  estimates  of  the  amount  of  farm  mortgages 
recorded  and  released  by  various  lender  groups. 

For  each  census  year  since  the  beginning  of  the  debt  series  in  1910, 
the  Bureau  of  the  Census  has  obtained  by  enumeration  the  number 
of  owner-operated  farms  under  mortgage  and  the  amount  of  debt  on 
full-owner  farms.  For  1940  and  1945  it  also  got  information  on  the 
debt  on  the  owned  part  of  part-owner  farms.  Quinquennially  since 
1920,  the  Bureau  of  Agricultural  Economics  has  conducted  surveys 
to  obtain  similar  information  on  tenant-  and  manager-operated  farms 
and  on  the  rented  part  of  part-owner  farms.  These  surveys  were  also 
the  source  of  data  on  the  owned  part  of  part-owner  farms  for  those 
years  for  which  the  census  did  not  obtain  them.  In  1935,  1940,  and 
1945  the  surveys  were  conducted  jointly  by  the  two  Bureaus.  Some 
variation  between  census  years  in  the  type  of  information  obtained, 
both  in  the  censuses  and  in  the  surveys,  made  it  desirable  to  revise 
some  of  the  earlier  estimates  to  make  the  series  more  comparable. 
For  a  more  detailed  discussion  of  the  sources  and  methods  used  in 
developing  estimates  for  census  years  since  1930,  see  the  cooperative 
report  entitled  "Farm-Mortgage  Debt  in  the  United  States:  1945," 
which  was  prepared  and  issued  jointly  by  the  Bureau  of  the  Census 
and  the  Bureau  of  Agricultural  Economics. 

Estimates  for  intercensal  years  have  been  based  partly  on  data 
from  official  reports  of  the  Federal  land  banks,  Federal  Farm  Mortgage 
Corporation,  joint-stock  land  banks,  Farmers  Home  Administration, 
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and  most  life  insurance  companies.  For  life  insurance  companies  the 
necessary  data  have  come  from  official  reports  submitted  to  State 
insurance  commissioners,  hearings  before  the  Temporary  National 
Economic  Committee,  Best's  Life  Insurance  Reports,  and  reports  from 
the  Life  Insurance  Association  of  America  (formerly  Association  of 
Life  Insurance  Presidents)  and  the  Institute  of  Life  Insurance. 
Loans  held  by  insurance  companies  not  covered  by  these  sources  are 
estimated. 

Figures  on  the  farm-mortgage  holdings  of  insured  commercial  banks 
are  available  from  the  Federal  Deposit  Insurance  Corporation  begin- 
ning with  1935.  These  data  are  classified  on  the  basis  of  the  location 
of  the  bank  rather  than  the  location  of  the  real-estate  security. 
Therefore,  the  figures  are  comparable  with  data  for  other  lenders  only 
as  to  United  States  totals.  Complete  data  are  not  available  on  loans 
held  by  noninsured  banks,  closed  banks,  and  mutual  savings  banks, 
but  their  loans  are  included  in  the  estimates  of  loans  held  by  miscel- 
laneous lenders.  Before  1935  figures  on  the  farm-mortgage  holdings 
of  banks  are  available  for  open  State  and  national  banks  but  only  for 
the  United  States  as  a  whole.  They  were  developed  from  data 
obtained  through  special  surveys  made  by  the  United  States  Depart- 
ment of  Agriculture  in  1914,  1918,  1921,  1924,  and  1931  and  from 
data  on  mortgages  recorded  and  released  as  collected  in  a  joint 
Bureau  of  Agricultural  Economics- Works  Progress  Administration 
project.  These  estimates  also  do  not  include  any  loans  of  closed 
commercial  banks  or  of  mutual  savings  banks,  which  are  included 
with  miscellaneous  lenders. 

Intercensal-year  estimates  for  individuals  and  miscellaneous  lenders 
are  based  mainly  on  estimates  of  the  amount  of  farm  mortgages 
recorded  and  released.  Since  1934,  estimates  of  recordings  and 
releases  have  been  developed  by  the  Farm  Credit  Administration 
from  information  reported  to  it  from  counties  including  from  30  to 
48  percent  of  the  farms  in  the  United  States.  For  the  years  before 
1934  similar  data  were  compiled  by  the  joint  BAE-WPA  project  from 
the  records  of  about  20  percent  of  the  counties.  The  data  on  record- 
ings and  releases  serve  as  a  basis  for  ascertaining  the  net  change  in 
the  outstanding  loans  of  this  lender  group  from  year  to  year.  Esti- 
mates arrived  at  in  this  way  are  then  added  to  the  mortgage  holdings 
of  the  institutional  lenders  to  obtain  a  total  estimate  of  the  debt  for 
each  intercensal  year.  After  obtaining  each  new  census-year  bench 
mark,  the  intercensal-year  estimates  are  revised  to  bring  them  in  line 
with  the  trend  from  census  year  to  census  year. 

The  1945  bench-mark  estimate  of  farm-mortgage  debt  proved  to  be 
6.4  percent  below  the  previous  estimate  for  that  year  (table  29). 
Accordingly,  the  estimate  for  each  of  the  years  since  1940  was  revised 
to  bring  it  in  line  with  the  new  trend  in  debt.  The  revisions  for  the 
years  1941-44  were  smaU,  but  in  1946  and  1947  reductions  of  7.9  and 
9.1  percent,  respectively,  were  necessary.  Regionally,  the  largest 
correction  for  1945  was  in  the  estimate  for  the  New  England  States 
where  the  debt  was  reduced  17.9  percent.  Elsewhere  the  reductions 
ranged  from  9.0  percent  in  the  East  North  Central  region  down  to 
3.6  percent  in  the  West  South  Central.  For  the  Mountain  States, 
however,  it  was  necessary  to  increase  the  previous  estimate  by  9.1 
percent. 
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Table  29. — Previous  and  revised  farm-mortgage  debt  estimates  compared, 
United  States,  Jan.  1,  19%0-/t7 


Year 

Previous 

estimates 

Revised 

estimates 

Percentage 
change 

1940 

1,000  dollars 
6,  586,  399 
6,  534,  487 
6,  483,  847 
6,  117,  168 
5,  634,  772 
5,  270,  655 
5,  080,  717 
5,  253,  511 

1,000  dollars 
6,  586,  399 
6,  491,  435 
6,  372,  277 
5,  950,  975 
5,  389,  080 
4,  932,  942 
4,  681,  720 
4,  777,  355 

Percent 
0 

1941 

-.  7 

1942  ___        .   _          __ .   _ _ 

—  1.  7 

1943 

1944 

1945 

1946 

1947 

-2.7 
-4.4 
-6.4 
-7.9 
-9.  1 

The  figures  on  farm-mortgage  recordings  presented  in  this  report 
have  been  described  in  preceding  paragraphs.  Total  farm  real  estate 
values  for  census  years  are  as  reported  by  the  Bureau  of  the  Census, 
and  for  intercensal  years  as  estimated  by  the  Bureau  of  Agricultural 
Economics  from  information  obtained  in  special  surveys.  For 
mortgaged  farms,  the  values  are  those  developed  jointly  by  the  two 
Bureaus  from  data  obtained  in  censuses  and  special  surveys. 
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